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No. 1 OS' 1930. 


GOVERNMENT OE INDIA. 
EEFOEMS OFFICE. 


To 

THE EIGHT HONOUEABLE WEDGWOOD BENN, 

D.s.b., b.F.a, 

His Majesty’s Secretary of State for Ivdia. 


Simla, the 20th September 1930. 


Sib, 


We have the honour to address you on the cunelusion 
of the constitutional inquiry which has been conducted by the 
Indian Statutory Commission in accordance with the pro- 
visions of section S4-A of the Government of India Act, and 
to forward for the consideration of His Majesty’s Govern- 
ment, as a preliminary to the discussions which iviU shortly 
take place at the Eound Table Conference, our views on the 
further progress which might now be made towards the deve- 
lopment of responsible government in India as an integral 
part of the British Empire. The report of the Indian Statu- 
tory Commission contains proposals of far-reaching sig- 
nificance and crucial importance, affording the most conve- 
nient, and indeed the inevitable, method of approach.^ We 
have further studied the reports of the provincial committees 
which were set up in connection with the Indian Statutory 
Commission, and we have derived great assistance from the 
valuable labours of the Indian Central Committee. 
We have, in addition to these documents, had the 
advantage of seeing the many suggestions made by indi- 
vidual thinkers in India and the scheme prepared by the All 
Parties Conference in 1928, commonly known as the Nehru 
report, which, though it has for various reasons ceased to 
occupy the forefront of the political stage, nevertheless re- 
mains as the most authoritative and detailed expdmtion of 
the views of constitutional nationalists that has yet been 
put forward. We have also paid due regard to the ojfiniou 
L8149RO 



that has been expressed in India since the publication of the 
report of the Statutory Commission, and the most recent de- 
velopments of this opinion will no doubt be placed before 
His Majesty’s (Government by the delegates at the Round 
Table Conference. Finally, we have received and transmit as 
enclosures to this despatch the weighty views expressed by 
local Governments. 

The examination cui'ried out by our*selves and the pro- 
vincial Governments has been unavoidably handicapped by 
the circumstances in which it has been undertaken. The 
time available for reaching conclusions on matters at once 
so intricate and so important has been in itself short, and 
the attention of all Governments in India has been much 
occupied by the abnormal conditions arising from the civil 
disobedience movement, and in our own case from the 
situation on the North-West Frontier. Nevertheless, we have 
liad the benefit of personal consultation with all the (Governors 
of provinces, and have devoted much consideration to the 
various problems involved. We have not found it possible 
to deal in this despatch with all matters of detail, but we tnist 
that our observations wi.il be found to cover the main points. 

POLITICAL FORCES IN INDIA. 

2. General observations. — The solution of the great 
issues which now confront us is to be discuss, ed at the Round 
Table Conference with a view to achieving the utmost possi- 
ble measure of agreement between His Majesty’s Government 
and the representatives of different parties and interests in 
India. It may therefore be convenient, before we come to our 
detailed observations,, if we attempt to give some account of 
the political forces at work in India, the constitutional 
demands that are most commonly put forward, and the 
strength of opinion on which they rest. We recognize with 
the Statutory Coinmission the difficulty, particularly at a time 
of rapid change like the present, of estimating with accuracj’’ 
these forces, and, set as we are amid many conflicting cur- 
rents and much clash of old and new, of stating general con- 
clusions.^ What -we say, therefore, must be read subject to 
this caution. Complete agreement on general statements 
cannot be expected. We offer our observations merely as an 
attempt to draw a picture which in its broad outlines we 
believe to be accurate. 

3. The political classes. Tendencies making for unity of 
view, — The Indian Statutory Commission in the able 
analysis of public opinion in India, with which the first 



voltime of their report concluded, pointed out that political 
thought and influence are, as is to be expected, principally 
concentrated in the towns. It is. in the larger towns that 
are to be found those elements which give direction or active 
support to the political force.s of the day. They consist of the 
professional classes, in particular lawyers, journalists and 
those connected with education ; an appreciable portion of the 
trading classes ; those engaged in clerical occupations ; the 
large number of students at the universities and colleges ; 
the melancholy army of those who having sacrificed much to 
go through the scholastic curriculum find at the end that their 
country offers them no employment : and, lastly, the small but 
growing body of educated %vomen who are throwing them- 
selves with enthusiasm into the new world of political affairs. 
These are perhaps the chief elements that go to make up 
what w'e may call the political classes. Their thought is pro- 
foundly influenced and unified by the writings of the press. 
It is no doubt a common characteristic of mankind all the 
world over that they tend to take their pohtical views ready- 
made, and that with growing education those views are more 
and more moulded by the press. This characteristic is certain- 
ly very marked in India, and those who might be disposed to 
stand out against popular opinion as expounded in the press, 
are not infrequently deterred by a sensitiveness to personal 
attack, which has not yet been blunted by long experience of 
public life. Journalism in India concentrates largely on 
the personal side, and the press is outspoken in its denuncia- 
tion and ridicule of those who venture to express opinions 
in conflict with those generally accepted. There are 
other important factors which make for a prevailing 
unity of view on certain broad issues. The fact that the 
dominant power in India is in the hands of a foreign race 
cannot fail to offer to those who attack existing conditions 
the opportumty of a racial appeal. Again, a common desire 
for changes in the form of the Govei’nment acts as an induce- 
ment to preserve a united front, and to keep in the back- 
ground such differences as exist. Finally, caste and family 
attachments are of peculiar strength, and the close intimacy 
of social relations promotes a common outlook. 

4. The commercial classes. — 'We have mentioned above, 
as forming part of the political classes, the trading com- 
munity. Like all generalizations this is open to qualification, 
and there may be differences of opinion as to the extent to 
which traders interest themselves in politics and what precise 
part pressure of different kinds plays in influencing their 
actions. But it can hardly be denied that the trading classes, 
which as a whole used in the past to be content to occupy 
themselves with their business, have been taking a more and 
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more active share in politics. Though men pronainent in indus- 
try and commerce have for many years played their part in 
public affairs, the feeling tliat improvement of trade 
and industry is to be sought through political chamiels 
is a development of comparatively recent times. The 
extreme illustration of the way in which this idea has 
gripped the business community is to be found in the attitude 
of the commercial classes in Bombay during the present civil 
disobedience movement. After all allowance is made for the 
religious and emotional appeal of Mr. Gandhi’s name for his 
own countrymen, the Gujeratis, who form such a large element 
in the life of Bombay city, it must be recognized that the com- 
mercial community of Bombay has in pursuit of poli- 
tical power been lending its support, both moral and 
material, to a movement in defiance of the law, which might 
have been expected to have no attraction for those whose 
interests depend on stable and peaceful conditions. 


5. The landholders and the agricultural classes. — ^Pass- 
ing to the more conservative elements in the population, the 
most important class is that of the larger landholders In 
naany parts of the country they still retain in their estates and 
vilia,g8s ix ti 8<u.itioiia-l antliority, wliiclij tlioug’li it lusty now 
meet with some challenge, is yet one of the active forces in 
the life of the community. The spread of education and the 
influence of the press tend constantly to enlarge the number 
?£ l^i'iidholders who might be included in what we have called 
the political classes. On the whole they remain at present a 
conservative force, conscious that their influence is likely 
to sufier from too rapid political changes, and beginning to 
realize that the defence of their interests requires a more 
active participation in public life. Below them in the agri- 
cultural world come the small landholders and the more 
substantial peasantry. This is a class about which it is 
peculiarly diffic^t to generalize. Broadly speaking pros- 
perity brings education, and education fosters political ideas. 
It does not follow that the ideas of this class necessarily 

indeelfln^+h^ corresponding urban classes : 

indeed in the Punjab where the small landholders are a 

force there are signs of the development 
of a co^ict of interests between them and the town dwellers, 
thnf ^liatever may be their views, the important point is 

S tbP regarded as forming paS 

?n masses. The events of the last few >ears 

* afford a striking illustration of the effects which 

ffclnw guided in a political direction 
Below this stratum come what may be called the aaricnl+nroi 
Wfsss, a pplitioal (orae of. great jJtentiai iiportSSrburS 



normal times interested in little outside their own villages, 
their own immediate needs and conditions, and the hard 
struggle for exis,tence. It would be fair to say that they have 
no informed conception of the political problems of India. 

6, Industrial labour. — The towns too have their counter- 
part to what we have described as the agricultural masses. 
The bulk of industrial labour is ignorant and uneducated. 
Their surroundings are often primitive and insanitary, 
though steady efforts are being* made to improve their 
lot. Living in towns they are more closely in contact 
with political movements than are the agricultural 
classes, but it is doubtful whether the ordinary political 
ideas make much apiDeal to them. In the to^vns too 
are to be found those lower strata of the population which 
can easily be wmrked up into mob demonstrations and violence. 
These elements and the industrial population have 
formed in recent years the objective of communist propa- 
ganda. In some of the larger industrial towms the doctrines 
of communism for a time made appreciable progress, parti- 
culaiij^ in Bombay. The movement has recently received a 
check, but it undoubtedly survives as a continual menace to 
orderly progress and the well-being of the community. 

7. Means of appeal to the masses. — The general effect 
of the picture we have endeavoured to draw is that the classes 
affected by political opinion form a wide circle which is 
steadily expanding. It is continually establishing new con- 
tacts with those portions of the population which have 
hitherto been indifferent. But beyond the furthest range of 
the genuine influence of political reasoning and argument, 
those who wish to rouse the unpolitical masses are able to 
play on their feelings by appealing to the interests which 
are intense and vivid in their lives. First among these 
interests must be placed religion. It was the power of 
religion which enabled Mr. Grandhi during the non-cooperation 
movement ten years ago to rouse and sway the masses 
to a degree hitherto unknown in British India, and 
it is the veneration in which he is held for his ascetic life 
and moral teaching that gives him a great part of his popular 
appeal today. It was the power of religion working through 
the Khilafat movement, which for a time diverted the Musjim 
community from their traditional relations with the British 
(Government. It was the appeal of religion, that recently 
threatened to destroy the work of the reformers in the Child 
Marriage Restraint Act, commonly known as the Sarda Act, 
and has been used to rouse the transfrontier Muslim tribes 
against a (Government responsible for a measure which cojjld 
have_ no application to them. 
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The second of the main interests through which the 
masses may be roused is the land. India is predominantly 
an agricultural country and the land is the basis of life 
for the great majority of the people. Consequently they may 
be immediately and profoundly affected by anything which 
touches the land, in particular land revenue and land tenures. 
Agrarian problems are seldom far below the surface. 

The ^ird method of approach to the masses is one 
that is still comparatively new and untried. It is broadly 
speaking the method of revolutionary communism, the appeal 
to the ‘ ‘ have-nots ’ ’. There are signs in the armoury of 
political agitation of an increasing insistence on the facts of 
poverty in India, not with a view to constructive effort in 
remedy of the causes, but for the purpose of exciting feelings 
against the propertied classes and an alien Glove rmnent. Not 
much progress has been made on these lines except in the 
industrial towns. Uut it is part of the policy of communism 
to spread its doctrines among the peasants. 

8. Sectional interests. — ^In speaking hitherto of political 
interests we have had in mind chiefly those broad issues of 
public policy which group themselves round the demand for 
an increased measure of self-government, and we have tried 
to suggest the area over which interests of this kind are 
active. "Inhere are, however, other interests which make a 
genuine appeal to large bodies of people on lines other than 
those of nationalist politics. One of the marked effects of 
the present constitution, with its introduction of the forms 
of democratic government and its transfer of power not only 
in the provincial councils but in local bodies, has been the 
recognition of the fact that any group or section which has 
a common bond of interest can secure its objects only through 
organization. The binding forces of society outside the 
family are religion and casite, and there has been a deflnite 
qidckening of communal and caste feeling, and a tendency 
for people to group themselves politically under these cate- 
gories, which have for them a practical” significance. It is 
felt that a common interest unites those who belong to a 
particular caste or a particular religion, and at a time 
■when novel and broader ideas have not yet succeeded in estab- 
lishing themselves, it is no doubt ine'vitable that the earlier 
manifestations of political awakening should among large 
sections of the population take a form that is familiar and can 
readily be appreciated. Local and provincial patriotisms also 
show unmistakable signs of development. All these indicate 
the real emergence of a public opinion and a general will, in 
a form however restricted, expressing themselves through the 
relations which most closely concern and interest the masses 
of the people. Forces of this kind reach elements of the 
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population which are untouched by the ideas of nationalism, 
but it must be remembered that they are always at hand to 
be utilized for nationalist ends* 

9. The growth of the nationalist spirit. — In saying this 
we do not wish to minimize the extent of the genuine in- 
fluence of nationalist ideas. There is no doubt that a con- 
siderable degree of national consciousness has been evoked 
among the educated classes as a whole. With the economic 
and educational development of the country have come, natu- 
rally and honourably enough, a greater self-respect, both 
individual and national, and a demand for equality of treat- 
ment and status with the West. The rise of Japan as a great 
Asiatic power supplied an early stimulus to this movement. 
Since Ihen the stream of western thought in the present centu- 
ry has more and more brought India within the line of its 
current. Intercourse with the world greAv. The influence of 
western education increased. Students in ever greater num- 
bers Avent to England and retimied. Older men, and even 
women, Adsited hlurope more freely, and AAuth a riper judgment 
compared other countries with their own. Conscious of the 
magnitude of her share in the Croat War, India has watched 
with close interest nationalist movements in Afghanistan, 
Persia and China, while in another direction Ireland and 
JUgypt have been examples which have constantly been before 
her eyes. A.1] this has encouraged nationalism and democratic 
thought. One consequence of the groAVth of nationalist 
feeling has been to make Indian opinion exceedingly sensitive 
to any ill-informed judgments, Avhich might appear to indicate 
a lack of trust, and to all that might be held to mark the status 
of India as inferior to that of other units in the Empire. 
India could hardly remain unaffected by Avhat Jias 
gone on around her, while at home the constitution of 1919, 
however far it fell short of full self-government, had set her 
feet firmly on the path. It AA"as therefore ineAutable that this 
nationalist impetus should come, and it Avould be a graA^e 
mistake to under-estimate its force or to depreciate its Aalue. 
It is a necessary condition of the building up of a Avider and 
more Adgorous life, and of that development of a self -go veil- 
ing India Avhicli from earty times has been the ideal of 
the most far-seeing of its British administrators. 

10. The nationalist demand. — The nationalist demand is 
for self-government and dominion status. It is couched 
in terms of British thought and British institutions, for it 
emanates from those who have been profoundly influenced 
by British ideas. The demand for self-gOA^ernment, stated 
in practical terms, is that India should be allowed to manage 
her oAvn affairs both in the provinces and, subject to any 
tempor^uw safeguards that may be requisite, at the centre. 
The claim to dominion status, so far as that can be separated 
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from ideas of self-government has perhaps a sentimental, 
but not on that account any less potent, aspect. The demand 
is not only that India should be enabled actually within 
necessary limits to settle her own affairs but that she should 
be publicly recognized before the eyes of the world as com- 
petent to settle them. Both these ideas are included by 
Indian opinion in that dominion status which the announce- 
ment by His Excellency the Viceroy on the 31st October, 
1929, described as the natural issue of India’s constitutional 
progress. 

It is possible to trace in these political aspirations two 
separate trends of thought. The first is directed to the 
natural satisfaction of a national pride and national senti- 
ment. The position of India in the Empire has been 
ambiguous. There are undeniable obstacles to the attain- 
ment of complete self-government at once. But are these 
obstacles to be used for the purpose of delaying’ the progress 
of India, or is a genuine attempt to be made to overcome 
them ? Are differences of race and culture to keep India 
permanently in a position of inferiority to the great 
Dominions, or is a place to be found for her within the 
Empire which will satisfy her claims to equal treatment ? 
To those, in whom such are the dominant ideas, the actual 
detailed means by which their ideas may be translated into 
fact are often not of great account. The second line of 
thought is directed to the fulfilment of concrete policies. 
Those who think on these lines have an essentially practical 
outlook and demand power in order to achieve certain 
definite objects. 

11.^ The extent of suppoart for the nationalist demand. — 

It Jaappens that the course of the civil disobedience move- 
ment in the last few months has exhibited wnth sufficient 
plainness the strength of the nationalist forces and also their 
limitations. It is clear that they have on their side a sub- 
stantial measure of support from educated Hindus of all 
classes, for large numbers of those who have not actually 
joined the movement, being repelled by its methods, have 
shown unmistakable sympathy with its aims. There is little 
doubt also that the minority communities to a large extent 
share in these broad nationalist aspirations, but it has become 
jfiain, if demonstration were needed, that generally speaking’ 
they are not without apprehensions of their position in a self- 
governing India, and they are concentrating attention on the 
protection of their rights and interests. It is assumed that 
after the introduction of the new constitution 
politics are likely to remain on a communal basis. It will only 
^ gradual process that the handling of practical 
problems of administration and policy , will lead to the 
development of parties which will be divided on different 



9 


lines. The landed interests also are anxious about their 
future. The depressed classes, so far as they are beginning* 
to develop some political consciousness, look with uneasiness 
at the prospect of Governments dominated by the higher 
castes. The great mass of the people, though, as we have 
said, capable of being galvanized into action by appeals 
on those matters which really interest them, regard with 
some indifference political changes which they do not 
understand. It is instructive to observe how during the 
present civil disobedience movement strong feeling has 
been aroused in the towns, and outside the towns in 
particular localities where either the conditions were pecu- 
liarly favourable, such as Gujerat, or where some local grie- 
vance could be exploited or some doubt sown as to the power 
of Government to maintain its authority. Bat looking at the 
country broadly, a political agitation of remarkable intensity 
and fervour has left the rural districts but little affected. 

12. The extremist element. — In speaking hitherto of the 
nationalist forces we have had in mind primarily those ele- 
ments in the movement which are prepared to look to consti- 
tutional advance within the Empire. But it must he recog- 
nized that there is, particularly among the younger men, a 
considerable body who have adopted independence not as a 
phrase but as a settled aim, who are fundamentally hostile to 
the British connection and who, though they may not all 
favour or believe in the efficacy of the methods of terrorism 
which many of them are prepared to pursue, are at any rate 
convinced tlial It is only by force applied in some form or 
other that they can achieve their end. With such men it 
would be idle to expect that any settlement is possible. They 
will oppose any cigreement that may he reached, and the m?)st 
that can be hoped is that gradually through experience of a 
eonstitutioii, which gives a considerable degree of self- 
government, they may come to realize that more can be 
achieved by working* the constitution than by endeavouring 
to overthrow it. 

13. Non-official European opinion. — ^We must not close 
our account of political opinion in India without giving some 
inipressioii of the attitude of the non-official European com- 
munity. The Statutory Commission have emphasized the im- 
portant contribution which this community has» made to the 
economic development of India and the influence it possesses 
in virtue of its widespread commercial activities. Prior to 
the introduction of the present constitution the interest of 
the community in politics was limited, but since 1919. it has 
realized the necessity of taking* its full share in the political 
life of the country. Its entry into active politics- has been 
marked by an increasingly liberal spirit towards Indian aspi- 
rations, and diiring the inquiry of the Statutory Commission 
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it showed itself ready to look with favour on proposals for 
political advance, subject to the provision of adequate safe- 
guards for its x'ights and legitimate interests. The civil dis- 
obedience movement with its accompaniment of a boycott of 
British goods and British trade, through which it was hoped 
to bring pressure to bear on His Majesty’s Government, has 
had marked reactions on those xvho felt' themselve.s unfairly 
attacked rind who i*esented this intrusion (»f politics into 
business. Resentment has been slow in gathering force, but 
recently European commercial opinion ha.s showii unmikak- 
ahly that it does not mean to allow itself to be coerced bv these 
methods, and there has been some consequent stitfeniiio- of its 
attitude tow^jrds political advance. ^ 


Conclusions. Wo have made abov'e some attempt to 
describe the mam political currents and forces that are 
mo-^g over the formerly placid surface of India. If onr 
readmg of the situation is accurate, it is evident that the new 
constitution must be such as will take full account of these 
new lorces. The time has passed when it was safe to assume 
the passive consent of the governed. TQie ne-w system must 
be based as far as possible on the willing consent of a people 

Theic IS still in the country a fundamental respect for autho- 
rity. I he iieiy legislatures have established for themselves 
a posiln>u which is gradually coming to be understood and 
accepted bi^ increasmg numbers. Gonstitutional forms are 
Li^f respected and observed. The conditions fox 
a substantial ti ansfer of power are not in our view unfavour- 
able, and we are convinced that the time has come when the 
broadest considerations of Imperial policy demand tiiat we 
shpuld spare no efforts, and even take some risks, in order to 
arrive at a constitutional solution which will give reasonable 
to*day^'* aspirations that arc moving India 


QO^GERNING PEINOIPLBS. 

15. Opportunities for grovsrth.— The Indian Statutorv 
Commission have at the beginning of the second volume of 
their report, before explaining their detailed proposals 
set foith plainly the general principles on which their 
recommendations are based. We think it will be con 
venient ii m the same wav we make oleai- + f' 
our genera] outlook on the constitutional problem 
the principles which guide onr conclusions. In the first 
place we are m full agreement vith the view of the Commi?- 
nff if coiistitution should not be undulv ria-id 

and that it should allow of natural growth and diversftv’ 
Foi instance, it might ease processes of transition if formal 
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proviaions whicli may require subsequent change could be 
drafted in such a way as uot to involve legislation if and 
when it is desired to niahe the change. Again, within the 
general framework of the constitution in the provinces it 
might be possible to allow certain variations suggested by 
local conditions and favoured by local opinion. Finally, 
wo should hope ihat both in the provinces and at the centre 
the constitution would give op]portuiiities for development 
by practice and convention in accordance with actual needs 
and experience. The evils that flow from a temporary con- 
stitution have been fully set out by the Commission. Our 
aim must be to establish a constitution which should, as far as 
possible, contain within itself provision for its own develop- 
ment. AYe recognize however that that aim can be more 
fully al tallied in the provinces than is possible at the centre, 
where ^he ultimate form of the Government cannot as yet 
be so clearly discerned. 

16. The ultimate ideal — An all-India federation. — The 
Commission have pictured the ultimate constitution of India 
as an all-India federation including uot only British 
India, but also the Indian States. That is an ideal which 
we fully accept. There is an essential unity embracing the 
whole of India, which we hope will at some future time find 
expression in certain joint political institutions. But it is 
clear, as the Statutory Commission have been careful to 
point out, that this ideal is at present distant, and that the 
federation of Greater India to which they look forward 
cannot be artificially liastened. Much may be done to 
promote a more vivid ssense of the unity of interests in many 
spheres betweeji British Indici and the various States, and 
to develop the conception that there are matters of common 
concern -which can best be treated in consultation. Never- 
theless we must recognize that the time has not yet come when 
the general body of Indian States would be prepaied to take 
a step so fai* -reaching in its character as to cntei’ into any 
formal federal relations with British India. While, therefore, 
we arc entirely at one with the Statutory Commission in hold- 
ing that the ideal is a federation of all-India, and that this 
ideal should be clearly borne in mind when drawing the main 
outlines of the constitution of the new India., we must also 
recognize that the ideal is not likely to realize itself, save in 
its own due time. There is a certain danger that if we direct 
our gaze too fixedly to a distant future we may tend to over- 
look the needs of an urgent present. The main problem 
which must engage our attention is how British India may^ be 
developed iii a manner which shall not only be consistent with 
the wider vision, but shall be apioropriate to its own im- 
mediate requirements. 
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17. Federal development in British India.^ — ^We have no 
doubt that apart from the importance of designing a structure 
into which the States may later fit themselves, the conditions 
of British India itself point clearly to a federal development. 
India under the old system of bureaucratic government was 
administered on strongly centralized lines. With the first 
steps along the path of democracy it was necessary to relax 
control at the centre, and as the Statutory Commission point 
out, the completion of the policy contained in the announce- 
ment of August 20th, 1917, was pictured* by llm authors ot 
the Montagu-Ohelmsford report in the form of a congeries 
cif self-governing Indian provinces associated for certain pur- 
poses under a responsible Government of India ”. ’ This 
remains in our opinion the only feasible policy for translating 
responsible institutions into a country containing so huge a 
popiilation and such diverse elements. The acceptance of the 
federal idea for British India carries with it the obligation to 


develop as vapidly as possible the emergence of the self-govern- 
ing units which must form the component parts of the federa- 
tion. As the Commission point out, we shall be engaged on a 
process which is the reverse of normal. We do not start 
with self-governing states which agree to combine. We have 
already an administrative unity, and our first task is to 
decentralize with a view to permitting the development in 
the provinces of that degree of independent activity which 
should characterize the units of a federation. We are, there- 
fore, in full agreement with the broad aim of the Commis- 
sion to give to the provinces the maximum of autonomy con- 
sistent with the interest of India as a whole, and to make 
each province as far as possible mistress in its OAvn house. 
But in following this policy we must be careful not to 
sacrifice the spirit of national unity which has gradually been 
developing under the centralized British administration. 
We require a vigorous central authority capable of sustain- 
ing the heavy burdens that necessarily fall upon it. It 
will be responsible for the defence of the country against 
external attack, and for the maintenance of the ultimate con- 
ditions of internal tranquillity ; for the finances of India as 
a whole and its credit in the markets of the w’-orld ; for its 
commercial and tariff policy ; and for all those matters of 
common concern which must be handled by a central Govern- 
menl. It should be in a position to mobilize the experience, 
talent and resources of all India for the more efficient pursuit 
of such objects as agricultural, medical or economic research. 
It must also possess powders of intervention if developments 
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in any province are sudi as to affect any otlier part of India 
or the administration of any central subject. 

18. The problem at the centre. — The most difficult 
problem that confronts us is what form this central authority 
should take. It is clear that many of its functions must for 
some time continue to be exercised, as they are at present, in 
responsi-biJity to the ultimate will of Parliament. ^ The 
material fonndations of modern India’s life have been laid by 
the hand o£ Britain, and in the process British interests have 
come to be deeply engaged in India. A history to which 
Britain can look back with pride has left results which pro- 
foundly ujflnence the present. The security and the prosperity 
of India represent an interest of Britain as well as of 
India, and an interest of such magnitude that Britain cannot 
afford to see it jeopardized. It might be argued that as any 
eomiDleto form of responsible government at the centre 
is, for the reasons we have just indicated, in present 
conditions impossible, no attempt can usefully be made 
to invest the Grovernment with any popular sanction. 
A cenira] Government should be constructed which 
would throughout the field of its functions be plainly 
resp(nisible to Parliament alone, and in order that the 
executive might fulfil these responsibilities the legislature 
should be so constituted that it could be depended on to grant 
to the executive the money and the legislation required to 
‘arry out the policy of Parliament. The legislature would to 
some extent reflect opinion in India, and its views would be 
taken iiito account before decisions were reached. Bnt when 
once the Government of India, in agreement with the Secretary 
of Stale, had reached conclusions, the Indian legislature 
would be content to implement them. Such a Governmetit 
would no doubt be strong in the sense that it could count on 
getting its own way. But it would he wholly deprived of that 
element of sirength which comes from the support of public 
opinion. We have set out this alternative quite frankly, for 
it represents one of the logical extremes, as complete self- 
government i*epresents the other, and when proposals for 
some intermediate position are put forward and are attacked, 
as they well may be, on the ground that they may lead to di- 
vided counsels, it is important to realize clearly that the two 
extreme positions are impossible. The Statutory Commis- 
sion had no doubt on this point. They stated that as a mat- 
ter of practical politics there could be no question of going 
back to a previous stage by providing that the Assembly 
should huAn^ an official majority or by reducing its powers. On 
the contrai'y, they have addressed themselves to the task of 
considering how the machinery by which Indian political opi- 
nion exiDresses itself and exerts its influence at the centre 
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may be improved. We are in entire agreement with this 
view. '"J’he solution of our difficulties is not to be found by 
attenuating the channels through ^vhich Indian political 
opinion finds expression, but rather by haimessing that 
opinion to constructive wor-k, so that what is at present a 
danger to the stability of Government may be converted into 
its main support. The Statutory Commission have put the 
point ill words which we would desire to endorse : — 

IS'ationalism is a force with immense power for good 
or evil, and the task in the future is to utilise 
that force for constructive ends. For national- 
i ist movements that fail to find an appropriate 

outlet for their energies tend to mere strife and 
futility.” 

19. Suggested conditions of a solution. — The conditions 
of the problem suggest to us the importance of defining as 
clearly as possible the purposes which Britain must continue 
to safeguard in India, and making it plain that where thos(‘ 
purposes are not concerned India should be free to manage her 
own affairs. The British Government must satisfy itself on 
certain essential points, for instance, that the defence of India 
from external attack, which rests, and for many years must 
continue to rest, largely on British troops, is fully assured ; 
that relations with foreign States, with the ultimate pos- 
sibilities of war which they involve, are conducted under its 
authority ; that the conditions of internal security are main- 
tained ; that financial obligations are provided for and the 
requisite financial stability and credit of the country ade- 
quately seeiu'ed ; that reasonable treatment is accorded to 
minorities ,• and that unfair discrimination is not practised 
against any section of the community. In our opinion the 
ultimate control of these mattei's must in present conditions 
reside in the British Parliament. It would he understood 
that^upon Parliament rests an obligation to secure certain 
definite purposes, and that for these express purposes it may 
be necessary for Parliament to intervene at any point 
in the administration of the central Government. " Where 
these purposes are not affected, the policy and administration 
at the centre may properly be regarded as the concr-rn of 
India alone. From this point of vieAV the activities of the 
central Government might pei'haps he viewed as falling into 
three categories. There would he, in the first place, those 
subjects in which the interest of Parliament might be ex- 
pected to be contmuous, such as defence, foreign affairs, tlie 
I)reservat3on of general tranquillitv and the fulfilment’ of 
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financial nhligatioiis. Secondly, there would be subjects in 
wliicJi Parliament would be interested onlj’ occasionally, 
if and when it became clear that the policies pursued were 
affecting the purposes which Parliament wished to safeguard. 
We should be inclined to include hi this category the methods 
of taxation by which the revenue of the central Government 
is raised, the tariff and commercial policy, and the manage- 
ment of railways. We should expect these matters normally 
to be dii'ccted in accordance with the views that commended 
themselves to the majority of Indians, but subject always to 
the possibility of Parliamentary intervention if any of the 
purposes of Parliament were threatened. P’inalJy, there 
would be a range of subjects in which we should hope that a 
popular policy would seldom, if ever, come into conflict with 
the re.sponsibilities of Parliament. Such would be, for in- 
sf.ance, the geneml economic development of the country, 
industrial iiolicy and questions of labour ; the oixlinary ad- 
ministrative services Avhieh the central Government carries 
out, such as the management of the postal and telegraph 
systems or the customs administration ; the development of 
communicatioius whether by land or air ; the co-ordination 
of those activities Avhich form the primary concern of the pro- 
vincial GoA-ernments, such as education, health and agricul- 
ture ; the promotion of social reform, and many other matters 
of great importance to the Avelfare of the community. Again, 
the selection of the representatiAms of India at Imperial con- 
fereijces or at the Ijcagne of Nations, and, subject to any over- 
riding considerations of Impei’ial policy, the instructions 
gWen to them appear to us to be matters which might well be 
left to the determination of India. The relations of India 
with other parts of the Kmpire must naturally be of concern 
to His Majesty’s Government. But Ave should hope to see a 
deA’^elopment of the existing practice whereby India is enabled 
to deal dii-ect A\nth the Governments of the Dominions 
in certain matters that affect her closely. Generally, in 
regard to the sphere in Avhich the central Government might 
expect to be allowed to pursue its own policy, we think if is 
important to remember that it is proposed to hand over to 
responsible Governments in the proAunces the administration 
of all the functions which most closely touch the life of the 
people. It seems to us eAudent that in some form or other 
comparable actiAuties, AAdiich are the charge of the central 
Government, .should also bo administered in relation with the 
popular AdeAv, provided always that the broad purposes of 
Parliament AA’^hich Ave have described above are not affected. 
The iirecise form by AA’^hieh public opinion may make itself 
felt in a GoA^ernment, which must be prepared in certain 
matters to be guided ultimately by tlie Avill of Parliament, is 
the cardinal problem that confronts us. We offer our own 



suggestions later, not with the idea that they are proof against 
criticism, but as indicating general lines of development which 
seem to us, on the basis of our own experience, less open to 
objection than others that we have seen. But whatever may 
be the plan adopted, we are convinced that no scheme of ♦irov- 
ermnent at the centre can work with success, unless it is re- 
cognized that Parliament and the Indian legislature have each 
their special contribution to make to the welfare of India 
which is the joint purpose of both. Our aim should bo a 
partnership in a common cause. 

20. Ultimate considerations. — The Statutory Commission 
suggest that there may be a further complication in a problem 
already sufficiently complicated. They utter a caution against 
the development at this stage of institutions which might pre- 
judice the ultimate form of the central Government. The 
caution is no doubt one that should be borne in mind. But 
caution in this respect must not be carried to the point of 
allowing ourselves to be immobilized from fear that aiiv step 
we take may prove not to be leading us directly to our end. 
There is much to be done before that end can be reached, and, 
if we hope to reach it, we must be prepared to test by expcri ■ 
ence the forms and methods of that type of Govei’nment 
which will eventually emerge. It is clear that the aim for the 
centre as for the provinces must be the prog’ressive realiza- 
tion of responsible gwernment. There already exists in the 
Legislative Assembly an organ wffiich as it develops will be- 
come one of the main instruments of responsible government 
at the centre. Responsibility will come as the result of the 
relations established bet^veen the legislature and the execu- 
tive. We cannot at present foresee precisely what the ulti- 
mate development of those relations will be. But it seems 
to us plain that we shoiild without delay set ourselves to the 
task of encouraging the establishment of effective relations 
between these two bodies, and thus prepare the foundation 
for the full responsible government which we desire to reach. 

THE GOVERNORS’ PROVINCES. 

21. Boundaries Commission. — ^We come now to a con- 
sideration of the detailed proposals made by the Statutory 
Commission, and following the order in w&oh they have 
approached the problem we shall deal first mth the Gov- 
ernors’ provinces. The first subject on which the Com- 
mission touch is the need for provincial redistribution. 
They suggest that the Government of India should 
set up, as a matter of urgent importance, a Boundaries 
Commission with a neutral chairman, to investigate the m ain 
cases in which provincial readjustment seems called for. The 
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two^ particular cases to whicli the Commission themselves give 
their attention are Orissa and Sind. 

The claim of the Oriyas to a separate province of their 
own is of long-standing. In their letter the Government of 
Bihar and Orissa have drawn attention to the need of making 
early investigation into all relevant factors with a view 
to satisfying the very natural desire of the Oriya-speaking 
peoples to possess an administration of their own. The 
claim of Sind to be a self-contained unit has become increas- 
ingly prominent in recent years. The preponderance of the 
local population is Muslim, and their claim to separation 
from, the Bombay Presidency has been ardently advocated. 
Neither on Orissa nor on Sind are we yet in a position to 
tender final advice, but we urge that enquiries be set on foot 
at the earliest possible date. We should not contemplate en- 
trusting the task to a single Boundaries Commission. The 
two problems are not connected, and we would suggest in- 
vestigation by two separate committees. We wish to 
emT)hasize the need for expedition in reaching conclusions on 
these two outstanding cases, which are respectively of funda- 
mental importance to the two provinces of Bihar and Orissa 
and of Bombay, as they now exist, in order that, if new 
arrangements are required, they may be introduced simul- 
taneously with the new constitution. We conceive that the 
Rind Committee will be concerned primarily with the ad- 
ministrative and financial aspects of separation, for the ques- 
tion is not one of boundaries. In Orissa on the other hand 
difficult questions of future boundaries will be directly in 
issue. 

Other possible readjustments of provincial boundaries 
should in our view stand over, until opinion has more clearly 
expressed itself. It would be for the new administrations 
themselves to take up such cases as they arise. 

We note in passing that the separation of Burma may 
involve readjustments of the boundary between that province 
and Assam. To this reference will be found in the letter of 
the Government of Assam. 

22. The abolition of dyarchy. — ^In agreement with the 
great mass of opinion in this country, both official and non- 
offioial, we accept in principle the recommendations of the 
Commission for the reconstitution of the provincial Govern- 
ments. In so doing, we do not associate ourselves with those 
who pass au unqualified condemnation on the existing disposi- 
tions. On the contrary we pay our tribute to those who 
planned and those who have worked the provincial constitu- 
tions. Dyarchy in the provinces was never intended to be 
more than a transitional device, a first step on the difficult 
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road towards a completely responsible system. With few ex- 
ceptions goodwill has been forthcoming, and an earnest 
endeavour has been made to translate into action the oppor- 
tuuities which the constitution has offered. Provincial Gov- 
ernments, whether on the reserved or the transferred sides, 
can take reasonable pride in their administrative record. 
Policy mav- sometimes have been at fault ; results may not 
always have balanced expectations ; but on a broad view 
much has been accomplished that might have been difficult 
of achievement under the older unreformed system. We are 
clear, however, that a stage has now been reached in the poli- 
i leal growth of the provinces at which the next step forward 
should be taken boldly. We agree with the Commission that 
the time has come to remove the boundary set up between 
aepartments of which ministers may take charge and 
those from which they are excluded. To reserve law and 
order would be to concentrate attack on the most delicate 
part of the machinery. The arguments in favour of transfer 
have been authoritatively and, to our mind, conclusively stated 
by the Statutory Commission and the Indian Central Com- 
mittee. We do not disguise from ourselves the risks inherent 
in so great a change. But, subject to the necessary safe- 
guards which the Commission have suggested, we are pre- 
pared to see provincial administration in all subjects entrusted 
to responsible ministers, linked together in a common account- 
ability for their policy, and operating in relations with popular 
legislatures from which the official element will have dis- 
appeared, and in which the nominated element will have been 
reduced to the smallest proportions. 

On the main issue that a great step forward should be 
taken, the unanimity of the provincial Governments is com- 
plete. Differences of opinion on details merely anticipate 
what we ourselves consider to be probable, namely, that the 
working- of the new system _may not follow identical lines in 
all provinces. A single rigid system might hamper, and not 
assist, the ready expansion of free institutions. Some 
freedom in the constitution is needed in order to facilitate 
jrocal growth in forms suited to local conditions. 

The provincial reports sufficiently indicate the provincial 
new and we do not ourselves propose at this stage to discuss 
in detail the recommendations of the Commission on all pro- 
vincial points. There are, however, certain matters on which 
comment is required, and to these we now turn. 

Provincial legislatures. 

23. Their life-time. — There is no dissent from the pro- 
position that the normal statutory life of provincial legisla- 
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tures should be raised from three to five years. We join with 
the provincial Governments in accepting the proposal. 

24. Their size. — The Commission criticize the size of the 
present councils and find them too small. They suggest that 
unless an increase in the size of the electorate is accompanied 
by an increase in the number of constituencies the reality of 
representation may be prejudiced. They remark that in- 
creased membership of the provincial councils will facilitate 
their plan of representation at the centre. The recom- 
mendation which they make is that in the more important 
provinces there should be an immediate increase to a figure 
between 200 and 250. 

We accept in principle the suggestion that there should 
be a material enlargement of the provincial legislatures suit- 
able to the new conditions, but we would be reluctant to 
propose precise figures reached on a priori grounds. The 
matter should, we consider, be included within the terms 
of reference to the Franchise Committee, in order that the 
size of each provincial legislature may be decided on the basis 
of ascertained needs. Any substantial increase in the electoi- 
ate will certainly necessitate an addition to the num- 
ber_ of the constituencies in each province. The prov- 
incml Governments recognize the need for enlarging the 
legislative councils ; but their general view appears to be 
that so large an increase as the Commission have in mind 
may be unsuitable to their conditions. 

For the reasons given by the Commission it will still be 
necessary for some time that the Governor should retain a 
strictly limited power to nominate, but we doubt whether, 
when the Franchise Committee have completed their labours, 
it will be found necessary to give a power of nomination 
quite on the scale which the Commission have in view. We 
agree that no special provision should be made for the election 
of women. 

25. The disappearance of the oflRcial bloc. — The presence 
of an official bloc has been a noticeable feature of the present 
dyarchical system, and essential to its working. We agree 
that with the abolition of dyarchy, the official bloc should uo 
longer be retained. With the exception of a small nominated 
element, the provincial legislatures will be wholly elected ; 
free play will be given to the formation of parties, from 
which we may expect to emerge correct principles of minis- 
terial responsibility. 

26. Constituent powers. — The question of granting to 
provincial legislatures constituent powers raises difficult 
issues, both constitutional and practical. The Qommission 
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suggest that after ten years the provincial councils should 
have the power to set in train certain proposals for change 
by the method of “ constitutional resolution ”, but the 
changes would be limited to those affecting the electoral law. 
The enforcement of a constitutional resolution would be 
dependent on the grant of a certificate by the (lovernor that 
the resolution reflected the general opinion of the province 
and of any community specially affected, and would require 
also the concurrence of the Governor General. 

We welcome the proposals of the Commission to give to 
the provincial legislatures this measure of constituent power. 
Were it practicable to do so, we would gladly enlarge its 
scope. But with one possible addition, to which we shall 
presently refer, for the creation of a second chamber, we see 
grave difficulties in giving this procedure any wider extension. 
Jdlven within the ambit of the electoral law, the distribution 
by statutory provision of the balance of political power 
between the representatives of different communities and 
interests in fixed proportions immensely complicates the pos- 
sible effects of electoral change. The initial dispositions will 
now be made under the authority of Parliament itself, after 
consultation with the representatives of British India as- 
sembled in meeting at the Round Table Conference. To 
throw open those dispositions to early revision by local 
authority would, from the start, invite conflict and might pre- 
judice the endeavour to initiate a fully responsible system of 
Government in the provinces. It is reasonable that the 
electoral system set up at the beginning of the reforms should 
rest on the assumption that it will endure at least until new 
political conditions are established, after experience of the 
new Governments has been obtained. For these reasons we 
do not anticipate that Indian opinion will resent the provision 
that no “ constitutional resolution ” may be passed by a pro- 
vincial legislature until after the lapse of some years from the 
inauguration of the new system. With regard to the scope 
and freedom of the constituent powers, it is clear that these 
must remain under some limitation, at least until the country 
at large is prepared to abide by what we regard as a funda- 
mental principle of responsible government, namely, the 
validity of a majority decision. While, therefore, we are 
anxious to lose no opportunity to place within the constitu- 
tion the seeds of its own growth, we agree that, subject to the 
addition which we have suggested above, and which we now 
discuss, the range of the constituent power accorded to the 
provincial legislatures should be as proposed by the Commis- 
sion. 

27. Second cumbers. — The arguments for and against 
second chambers in the provinces have been fully set out by 
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the Commission, who have themselves not found it possible to 
make a unanimous recommendation one way or the other. 
There was a similar diversity of opinion among the members 
of the Indian Central Committee. Among the provincial 
Grovernments, Madras, Bombay, the Punjab, the Central Pro- 
vinces, and Assam do not desire second chambers. We under- 
stand that this represents in all cases the unanimous view of 
both sides of the Governments, except only that in Bombay 
one member of Council supports a second chamber for that 
province. All members of the Government of the Unite<l 
Provinces are in favour of the establishment of a second 
chamber in that province. In Bihar and Orissa also the local 
Government, without any dissentient member, advocate a 
second chamber. Opinion in the Government of Bengal is 
divided. They state in their letter that some members are 
strongly in favour of a second chamber, and that the re- 
mainder are doubtful. In these circumstances the local Gov- 
ernment express themselves as having decided to maintain 
the opinion in favour of a second chamber which they 
expressed in their memorandum to the Statutory Commission 
in 1929. 

The matter seems to us to be peculiarly one in which 
regard should be had to local conditions. We would not 
propose that in any province a second chamber should be 
made a condition of advance. Where local opinion favours 
and local conditions seem to require a second chamber, it 
should in our view be set up and incorporated in the new 
constitution. The problem has now been fully investigated 
by the Statutory Commission, and we have before us the 
considered views of each provincial Government. Their 
knowledge of local conditions and local requirements is 
necessarily more intimate than our own. We therefore 
accept the recommendations of the Governments of Madras, 
Bombay, the Punjab, the Central Provinces and Assam 
that there should be no second chambers in those provinces. 
Similarly we accept the recommendations of the Govern- 
ments of Bengal, the United Provinces, and Bihar and Orissa 
that in those provinces there should be a second chamber. 
If effect is given to their wishes, we should suggest that the 
manner in which the upper house should in each instance 
be composed in those three provinces should be left to further 
investigation by the Franchise Committee in the light of the 
suggestions which the three Governments have put forward. 

While we agree that in five of the eight provinces, there 
should on the institution of the new constitution, be a single 
chamber legislature, we associate ourselves with the view 
expressed by the Government of Madras that future circum- 
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stances may create a demand for a second chamber. We 
accordingly accept the suggestion of the local Grovern- 
ment that the subject should be included among those matters 
on which after ten years a constitutional resolution may 
be passed, and would apply the provision to all provinces, 
leaving it open to a provincial council to recommend the 
creation of a second chamber where none exists or the aboli- 
tion of one that has been set up. We do not take it as certain 
that no provincial council will pass a resolution to substitute 
for a unicameral a bicameral system. The success or failure 
of second chambers in those provinces where they are estab- 
lished will, we have no doubt, materially shape political 
opinion in those provinces which retain a single chamber 
legislature at the outset of the new system. We would sug- 
gest that a resolution dealing with the creation or abolition 
of a second chamber should require to be supported by not 
less than three-fourths of the votes of the legislature instead 
of the proportion of two-thirds suggested by the Commission 
for other matters. If it were proposed to abolish the upper 
house, the decision might be taken in joint session, and the 
resolution if certified by the Grovernor should in our view be 
submitted by the Grovernor Greneral to the Secretary of State 
and laid before Parliament for its approval. 

The suggestion of the Commission to set up a small expert 
revising body to which legislative proposals could be sub- 
mitted beiween the report and the third reading stages has 
attracted little support. 

28. The franchise. — We agree with the Commission that 
with the establishment of responsible Cabinets in the pro- 
vinces, the present franchise for the provincial legislatures 
will be too restricted. We accordingly accept their recom- 
mendation that there should now be such extension of Lhc 
franchise as is reasonably practicable, and that the investi- 
gation of this matter should be entrusted to a specially con- 
st! Luted Franchise Committee under an impartial and ex- 
I)erienced chairman. The arguments used^ by the CommiG- 
sion leave no room for doubt that the immediate adoption of 
adult suffrage is wholly impracticable. The precise extent 
to which the franchise can now be widened is a matter on 
which, in our opinion, it is not possible to form conclusions 
until the problem has been investigated by the Franchise 
Committee. 

There is under the present system no uniformity of the 
franchise qualification in the different provinces ; and it is 
clear that while the franchis.e continues to rest for the most 
part on a property qualification directly related to land 
revenue payments, no precisely uniform system is possible. 
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The views expressed by the provincial Grovernments suggest 
that the extension of the franchise may well be greater 
in some provinces than in others. The Government of 
Bombay consider that the franchise should be widened to the 
extent of trebling the electorate, but this is further than most 
provincial Governments are prepared to go. Some indeed 
enter a caution against the too rapid enfranchisement of 
ignorant and illiterate voters simultaneously with the intro- 
duction of a new system of government. Our general view 
is that it might be unwise to tie down the Franchise Com- 
mittee to any pre-arranged percentage of enfranchisement. 
We would be glad if it were found possible, from province to 
province, to reach the enfranchisement of 10 per cent, of the 
total population recommended by the Commission, but wc 
Vv’ould leave the Franchise Committee free, for valid special 
reasons which they may find to exist, to adjust their recom- 
mendations to local conditions. 

In the course of their investigations the Committee 
sliould be directed to examine in each province the feasibility 
of introducing an additional g^ualification based on education. 
The Commission’s suggestion of this new qualification 
has received a considerable measure of support from some pro- 
vincial Governments, but from others has not escaped cri- 
ticism. For example, the Governments of the United Pro- 
vinces and the Punjab question the soundness of the quali- 
fication ; and though it may be suitable in some provinces, it 
is possible that it may not be appropriate in all. 

The Commission recommend that the Committee should 
be instructed to have due regard to the respective claims of 
urban and rural areas, and to the rights of women as well 
as of men. It is further suggested that the Committee should 
devise such qualifications as would secure as far as possible 
the same proportion of voters to population in different 
communities. At the same time the Commission deprecate 
different sets of qualifications for voters of dift’erent religions 
or races. We have no doubt that the Franchis,e Committee 
will keep these important considerations in view. The Com- 
mittee will not however be able to treat as first principles 
both these recommendations, namely, that there should bo in 
each community the same proportion of voters to population, 
and that the franchise qualification for all communities should 
run on the same level. In some cases their results, may be 
found to be mutually contradictory, and we anticipate that 
some adjustment by compromise will be needed in their appli- 
cation. It has been remarked on past occasions that, after 
religion and race, the boundary between town and country is 
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the greatest dividing line that runs through the Indian people. 
In more than one province the Committee may find that some 
readjustment is neeess,ary of the present representation 
respectively of urban and rural areas and we attach great 
importance to securing genuine and effective representation 
of rural interests. With the broader aspects of female 
satfrage we shall deal in our next paragraph. 

In agreement with the provincial Grovernments, we would 
prefer that Parliament should not commit itself to the 
appointment after fifteen years of a second Franchise Com- 
mittee. 

29. Female suffrage. — ^In the first volume of their report 
the Commission devote a s,eparate chapter to the increasingly 
important part now being played by the women of India in 
social reform and generally in public affairs. They consider 
that the women’s movement holds the key of progress and 
observe that the results it may achieve are incalculably great. 
This estimate of the importance of the women’s movement 
leads the Commission to conclude that India cannot reach the 
position to which it aspires, in the wmrld until its women play 
their due part as educated citizens. 

The suggestions for the enfranchisement of women made 
by the Commission in the second volume of their report 
follow directly from the conclusion which they reach in their 
first volume. The Commission observe* that while 
provincial legislatures in exercising the option allowed 
to them of enfranchising women on the same terms as men 
have made a gesture of high significance, it has remained 
only a gesture, because few women in India own property 
in their own right. In consequence, under the present 
franchise the proportion of women as voters is still extremely 
low. In order to correct their proportion the Commission 
recommend the addition of two special qualifications for 
women voters ; namely, being the wife over 25 years of age 
of a man who has a property qualification to vote ; and, 
secondly, being a widow over that age whose husband at the 
time of his death was so qualified. In addition, under the 
Commission’s scheme, women over 21 years of age who 
possess the suggested educational qualification would also be 
enfranchised in their own right. 

These suggestions have called forth much criticism and 
we doubt whether they would be acceptable to any consider- 
able sect} on of opinion in the country. The arguments 
agarnst the Commission’s proposals have been well set out 
in the report of the Government of the United Provinces in 
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which it is suggested that in the existing conditions one 
practical result of the proposal would be to give to the family 
of the low caste Hindu voter, whose wife is able to go to the 
poll, a second vote ; and thus give them twice the voting 
power of many of the higher castes, and also of many of the 
Muslims, whose wives would be debarred from recording 
their votes by the operation of social custom. At the time of 
the last reforms the enfranchisement of women was considered 
by the Joint Select Committee of Parliament, who felt that it 
was not desirable that they should attempt to settle the ques- 
tion themselves. Their view was that the enfranchisement of 
women goes deep into the social system and susceptibilities of 
India, and is therefore a question which can only prudently 
be decided in accordance with the wishes of Indians consti- 
tutionally expressed. It was in pursuance of that view that 
provision was made in the electoral rules of each province 
leaving the decision on female suffrage to the provincial 
legislature. In their replies to the present reference the 
majority of provincial Governments have taken somewhat the 
same line. We agree with them that it would be unwise to 
attempt to force upon India measures for the enfranchisement 
of great numbers of women. We suggest, therefore, that this 
matter should continue to be left to the decision of the pro- 
vincial councils, and we consider that the subject can well 
be dealt with by them in the constitutional resolution to 
which we have referred. So long however as the principle set 
out by the Joint Select C-ommittee of Parliament is main- 
tained, we think it to be a proper course that the suggestions 
of the Commission for the special enfranchisement of women 
should be further investigated by the Franchise Committee. 

Communal representation, 

30. The Hindu-Muslim impasse. — The problem of com- 
munal representation has been rightly described by the Com- 
mission as a highly controversial and most impoi'tant subject. 
On its solution will depend in no small measure the success 
or failure of the new constitution. 

The Commission’s report contains a carefully prepared 
and closely reasoned examination of the issues at stake. The 
conclusion reached is that in the absence of agreement between 
the Hindus and the Muslims, the Commission'^ are com- 
pelled to assume in this matter, a continuance of separate 
communal electorates If there are to be communal elec- 
torates, the outstanding question left for decision is the pro- 
portion of seats in the various provincial councils to be set 
aside for Muslim members. After expressing a hope that a 
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renewed effort will be made between tbe two communities 
themselves to reach an accommodation, the Commission 
offer several general expressions of their opinion. They 
hold that in view of the weakness of the Muslim minority in 
six out of the eight provinces, the present scale of weightage 
m favour of Muslims in those six provinces may properly bo 
maintained. On the other hand, the Commission range them- 
selves definitely against the full claim put forward by the 
Muslim community that, while retaining their weightage in 
the six provinces, the present proportion of seats secured to 
Muslims by separate electorates in Bengal and in the Punjab 
should be enlarged to figures proportionate to their ratio of 
population. Seized with this dilemma, the Commission offer 
the M-uslim community a choice between two alternatives ; 
either, so it would appear, representation on a basis of their 
population in Bengal and the Punjab, but with the loss of 
their weightage in the six provinces ; or joint electorates by 
mutual consent in Bengal and the Punjab and the existing 
scale of weightage elsewhere. There has been no indication 
hitherto on the part of the Muslim community of any dis- 
position to accept either of the two alternatives suggested 
for their consideration by the Commission. Nor has the com- 
munity given any support to the scheme outlined in appendix 
VIII of the report for substituting for communal electorates 
a plan which purports to combine joint electorates with the 
exclusion of candidates unacceptable to the community 
affected. 

While the Commission hold the view that, in the absence 
of agreement between Hindus and Muslims, communal elec- 
torates must remain, the majority of the Indian Central Com- 
mittee believe that wider considerations must override the 
wishes of particular communities, and recommend that 
co mm unal electorates should be abolished. Their proposal 
is that in provinces other than Bengal seats should be 
reserved in joint electorates either on a population basis or 
on their voting strength, whichever may be more favourable to 
them, and that they should be permitted to contest other seats 
in general constituencies beyond the number actually reserved 
thr them. The Committee proposed that in the Punjab the 
Hindu and Sikh minorities should be given the privileg’o 
which they recommended for Muslim minorities elsewhercf 
But for Bengal they suggested that there should be no 
separate electorates and no reservation of seats, and that the 
TWO communities should vote together in a joint electorate 
ihese manority recommendations of the Committee were ex- 

three Muslim members 
of the Committee, and drew from them a vigorous minutt* 
or dissent. 
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Juastly, we take this opportunity to refer to the solution 
put forward in the Nehru report, whose authors took the 
line, first, that separate electorates must be completely dis- 
carded as a condition precedent to any rational system of 
representauou ; second, that the reservation of seats for 
majority communities is indefensible ; and, third, that for 
Muslim minorities there should be reservation of seats, when 
demanded, in strict proportion to their population, with the 
right to contest additional seats for a fixed period of ten 
years. This solution was no more successful than other 
expedients which have been proposed ; and its failure to 
attract Muslim support was one of the reasons why the Nehru 
report was subsequently disowned by its own promoters. 

tSince the publication of the report of the Statutory Com- 
mission little progress has been made by way of negotiation 
between the two communities. We recognize the need for 
an agreed solution, and would be reluctant in this despatch 
to write anything that might hamper agreement between the 
representatives of the two great communities themselves. At 
the same time we cannot disguise from ourselves that the 
prospects of agreement seem remote. When the last reforms 
were introduced, the Lucknow pact held the field, and 
throughout the proceedings of the Joint Select Committee 
was given binding force. That pact is no longer acceptable 
to either party ; and if the decision of the problem be left to 
Parliament, unaided by agreement between the parties, no 
easy solution can be found on the lines of a maintenance of 
the status quo. The change effected by the withdrawal of the 
official bloc is also important, and brings the communal ques- 
tion into greater prominence, for with the disappearance of 
the neutral element communities are driven to rely exclusively 
on their own representation. Their relative strength, there- 
fore, becomes a matter of still closer interest. 

We do not propose to traverse the arguments, theoretical 
and practical, against communal electorates. We are fully 
conscious that separate communal representation assumes a 
special significance as the responsibility of the executive to 
the legislature grows more complete.^ At the same time in 
agreement with the Statutoi’y Commission and with every 
provincial Government, we are constrained to the opinion 
that the privilege which they now possess cannot and should 
not be taken away from the Muslim community against their 
wish. In provinces other than Bengal and the Punjab, every 
provincial Government agrees that Muslims should retain 
tlieir existing weightage if they desire it, and with this expres- 
sion of opinion wo agree. With regard to Bengal, the 
local Government state that there is irreconcilable dis- 
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agreement ibetween their Hindu and Muslim members. The 
European members of the Government have come to the con- 
clusion that representation on the basis of population is the 
fairest method of distributing the seats in the general consti- 
tuencies ; and that any weightage that is to be given to the 
non-Muhammadans in respect of their wealth, education or 
position should be allowed for in the special constituencies, 
in the Hunjab the position is singularly complicated owing to 
the rival claims of the three communities ; the Muslims, the 
Hindus, and the Sikhs. The official members of the Punjab 
have worked out a carefully balanced scheme for the com- 
position of the new provincial council, which gives the 
Muslims a majority of two over Hindus and Sikhs combined, 
and a proportion of 49 per cent, of the house as a whole. The 
scheme satisfies neither the Muslim nor the Hindu nor the 
Sikh members of the Government, but in our view merits con- 
sideration, subject to remarks which we shall presently make. 

On the more general aspects of this baffling problem, 
we consider that it, may be a legitimate grievance to deprive 
Muslims in the Punjab and Bengal of representation in the 
councils in proportion to their population merely because 
of the weightage allowed to Muslim minorities elsewhere. 
At the same time we appreciate the objections to communal 
majorities in the legislature guaranteed on a population basis 
at the wish of a majority community through communal con- 
stituencies. Various suggestions have been put forward for 
meeting these objections. Assuming legislatures returned 
from general plus special constituencies, it has been suggested 
that in Bengal and the Punjab the general communal consti- 
tuencies should be so distributed as to give no community bj’" 
tJiat means alone a clear majority in the legislature as a whole. 
The majority community could be given communal consti- 
tuencies on the_ population basis, provided they did not con- 
stitute a majority in the legislature, to obtain which it would 
have to succeed in returning members in elections to some, at 
least, of the special non-communal constituencies. Another 
sugg’estion is that put forward by the official members of the 
Government of the Punjab to which we have already referred, 
where the Muslims though having a majority of two over 
Hindus and Sikhs combined would not command a majority 
in the house, the balance consisting of two seats allotted to 
Europeans and one each to Indian Christians and Labour. 
A third suggestion is that communal discriminations though 
applied to electors should not extend to candidates. Thus a 
Hindu would be eligible under the electoral rules to represent 
a Muslim constituency and vice versa. 

The existing differences between the voting strength 
and the numerical strength of the various communities lie 
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at the root of the present difficulties. When with the exten- 
sion of the franchise these differences disappear and the 
voting strength more correctly reflects the population, the 
justification for communal electorates for majority com- 
munities would cease. The perplexity which now presents it- 
self of deciding between the apparently irreconcilable claims 
of rival communities would have passed away. In this view 
the adjustments now to be made may be regarded as serving 
what we hope is merely a temporary purpose. We agree, 
as already stated, that the privilege of communal electorates 
where they now exist should not be taken away without the 
consent of the conomunity concerned, and that such consent 
should require the votes of two-thirds of the members in the 
legislature of the community concerned. But we attach 
importance to providing machinery in the Act for the dis- 
appearance of such electorates and for their future replace- 
ment by normal systems of representation more suited to 
responsible self-government on democratic lines. 

31. The representation of the Sikhs. — ^We have referred 
briefly in the preceding paragraph to the bearing of Sildi 
representation on the adjustment of communal proportions 
in the Punjab legislative council between the Hindus and 
the Muslims. The problem arises only in the Punjab. In 
no other province are the Sikhs given separate representa- 
tion. Their communal electorates in the Punjab date from 
the last reforms. The authors of the Joint Report, whose 
condemnation of communal electorates is well known, made 
an exception in the case of the Sikhs on the ground that in 
the Punjab they are a distinct and important people, who 
supply a gallant and valuable elendent to the Indian army, 
but who are everywhere in a minority and for that reason 
go virtually unrepresented. They accordingly proposed to 
extend to the Sikhs, and to the Sikhs alone, the system 
already adopted in the case of the Muslims. The Sikh claim 
was specially considered by the Franchise Committee of 
1918-19 and they were given 12 out of 94 seats in the Punjab 
legislative council. They have consistently expressed dis- 
satisfaction with this proportion, and Sikh leaders have 
adhered to a claim that they should have not less than 30 per 
cent, of the total seats. The present position, as we 
understand it, is that the Sikhs are prepared to accept joint 
electorates provided that the Muslims agree, but that if 
communal electorates are retained in any province they 
should be assured in the Punjab of representation on the 
basis at least of their voting strength. As the voting strength 
of the S ikhs on the present property qualification is consider- 
ably in excess of their proportion of the jmpulation, this claim 
could be accepted only at the expense of the Muslims or the 
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Hindus. The proportion given in the scheme prepared hy the 
official members of the Government of the Hnnjab, though 
higher than the population basis, is less than the voting 
strength of the Sikh conununity. In his minute of dissent the 
Sikh Minister of the Punjab has expressed a warning that the 
.arrangement proposed by the official members is not aceept- 
.able to two powerful communities, and that they are not 
-prepared to surrender on the point. Put in its crudest form, 
the claim made by the Sikhs is that the British conquered 
the Punjab, not from the Muslims, but from themselves j 
and that if i-esponsible self-govorninent is now introduced, 
they will not submit to a system which jjlacos the Muslims 
in a permanent majority over both Hindus and Sikhs com- 
bined. We have given careful consideration to these diffi- 
culties, but so far as the Sikhs are concerned are unable to 
propound any better solution than that put forward by the 
official members of the Government of the Punjab. 

32. The representation of Europeans. — ^With the other 
classes of communal representation we can deal more briefly. 
There can be no doubt that for the representation of 
Europeans their existing separate electorates must be main- 
tained. We accept the principle that their representation 
should, if possible, be in its present proportion, and in pro- 
vinces where they at present rely on nomination they should, 
in our view, if this be found practicable, be returned by their 
own electorates. 

33. The representation of Anglo-Indians. — We agree 
that as regards the number of Anglo-Indian seats the object 
in view is to secure to the community an adequate oppor- 
tunity of making its views knoAvn in the legislature through 
suitable representatives ; and that no question arises of 
trying to allocate seats on the basis of such factors as popu- 
lation and political influence. The community is faced with 
very special problems of its own. Its main interests may be 
summed up as entry to the services and educational facilities. 
So far as concerns the former the field of employment which 
is of particular interest to the Anglo-Indians is' to be found 
under the central Government, especially in the Railways and 
the Telegraph department, and in a later passage we refer 
specifically to the possibility of giving such protection as may 
be practicable to their position on the railways. But their 
educational problems fall within the provincial sphere, and 
we regard it as important that they should be enabled, parti- 
cularly from this point of view, to make known their needs 
and their case. Subject to further investigation by the 
Franchise Committee, we are disposed to accept the sugges- 
tions of the Commission for increasing the total number of 
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Sweats allotted to Anglo-Indians, and to think that wherever 
possible tlieir representation should for the present be by 
separate electorates. 

34. The representation of Indian Christians. — The Com- 
mission .state themselves to have been impressed by the 
fact that a representative deputation of Indian Christians 
which met them in Delhi evinced their readiness to be laerged 
in general electorates, and for that reason they have recorded 
a decided preference for the reservation of seats in the 
case of Indian Christians in place of separate electorates. 
The present position is that Indian Christians have separate 
electorates in the Madras Presidency where the community 
is particularly strong and returns five members ; everywhere 
else any representation they have is by nomination. Prom 
representations made to us since the publication of the Com- 
mission’s report, we understand that the Indian Christians 
of Madras are far from ^villing to surrender their separate 
electorates, and we endorse the view of the Government of 
Madras that the community in that province should not be 
deprived of its privilege without its consent. Provincial 
replies indicate that in some provinces reservation of seats 
may present considerable difficulties, and that where separate 
electorates cannot be formed, the Indian Christian community 
may still need to rely for its representation on nomination 
by the Governor. 

35. The representation of the depressed classes.-^The 

suggestions made by the Commission for the representation 
of the depressed classes have been much criticized by the 
provincial Governments. The difficulty of framing for each 
l^rovince a definition of the depressed classes ” is probably 
inherent in any scheme for the special representation of 
this class other than by nomination ; but the Commission’s 
proposals place a peculiarly embarrassing duty on the 
Governor to certify candidates authorized to stand for the 
depressed classes ; and the proportion of representation 
which the Commission suggest, namely, in the ratio of three 
quarters of the proportion of the depressed classes popula- 
tion to the total population of the electoral area of the 
provinces, seems likely to be unduly high. The Government 
of the United Provinces have calculated that in that province 
the Commission’s proposal would result in the return to 
the provincial legislature of no less than forty members in 
place of the single nominated member who at present 
represents the community. The whole problem of the re- 
presentation of the depressed classes will require care- 
ful investigation by the Franchise Committee ; and at this 
stage we only wish to make plain that in our view their 
adequate representation should be secured by the best means 
that may be found practicable. Though there are some 
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differences of opinion within the community, recent meetings 
of depressed classes associations have re-affirmed their belief 
in separate electorates. 

36 . The representation of non-Brahmins in Madras. — 

We agree that the reservation of seats for non-Brahmins in 
Madras is no longer necessary. 

37. The representation of Mahrattas in Bombay. — The 

recommendation of the Commission is that the time has not 
yet come for the abolition of reserved seats for Mahrattas ; 
but that it may be possible to abandon reservation in some of 
the constitueucies in which seats have hitherto been set aside 
for the Mahratta community. The local Government have 
expressed no opinion, and, pending further examination by 
the Franchise Committee, we retain an open mind. 

Special representation. 

38. The universities. — ^We come now to special, as 
distinct from communal, representation. The Indian 
university seats date from the time of Lord Dufferin ; when 
they were instituted in the anxiety to make use of any 
corporate body of opinion that then existed. When the 
present reforms were introduced Lord Chelmsford’s Govern- 
ment found some difficulty in reconciling themselves to 
their retention. The Statutory Commission, though with 
considerable hesitation, recommend that they should be 
preserved, but the number of seats should not be increased. 
Ail provincial Governments, except the Government of Bihar 
and Orissa, agree in retaining university representation, 
and the same view is taken by the Indian Central Committee. 
In face of this evidence we are prepared to accept the con- 
tinuance of special university representation, but we take 
the opportunity to express agreement with the suggestion 
of the Indian Central Committee, which is supported also 
by the Governments of Madras and of Bengal, that in order 
to -secure a more adequate representation of learning and 
the return of representatives possessing special academic 
qualifications, the franchise in- these special constituencies 
should not extend to graduates generally, but should bo 
confined to members of the Senate or the governing bodv. 
We would observe that this change would not disfranchise 
the general body of_ graduates, who may be expected to 
retain their votes in general constituencies, even in the 
absence of the new literary franchise qualification which the 
Commission have proposed. 

39. The great landholders. — The Commission deal at 
soine length with the special representation of the great 
landitO-cters, and come to the conclusion that since persons 
possessing the special franchise qualifications prescribed for 
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landholders’ constituencies have been retui-ned in consider- 
able numheis for general constituencies, their special repre- 
sentation is no longer required and should be abolished. 
The recommendation of the Statutory Commission conflicts 
with the view expressed by the Indian Central Committee 
that this class of special representation should be retained, 
livery provincial Government, except the Government of 
Assam where there is no special representation of land- 
holders, agrees with the Indian Central Committee, and con- 
siders that the special representation of the great landholders 
is still needed, in view both of the position of that class in the 
country and of the steadying effect which it is likely to have 
in the ncAV legislatures. The suggested abolition' of their 
special representation has been received with feelings of 
resentment and dismaj' by the great landholders themselves, 
and one of the first steps which they took on learning of the 
proposal was to foi'in a repi'esentative delegation to present 
to His Excellency the Viceroy an address, containing a 
weighty protest against the vuthdrawal of their present 
privilege. Particular objection has been taken by the land- 
lords themselves to the suggestion made by the Commission 
that, in the event of their failing to secure representation 
equivalent to the present number of their special constitu- 
encies, their I'epresentation should be obtained by nomination. 

We have ourselves no hesitation in holding that this 
form of special representation should continue. Both the 
arguments and the statistics used by the Commission might 
to our mind have been used with equal effect to destroy the 
special representation either of commerce or of the univer- 
sities, both of which the Commission retain. We have no 
reason to think that there was any intention on the part 
either of the authors of the Joint E'eport or of the Franchise 
Commttee, over which Lord Southborough presided, to 
restrict the landholders to representation by their spe.oial 
constituencies. On the contrary, there were at the time 
frequent expressions of the view that their entry into political 
life should be encouraged. The success in’ general con- 
stituencies of persons possessing the special landlord quali- 
fication can rightly be regarded as a healthy sign of a 
greater readiness on the part of a conservative class to 
recognize their obligations and take up political responsibi- 
lities under an increasingly popular system of Govern- 
ment. But_ prejudices still survive, and unless special 
constituencies are retained, many leaders of this important 
class may still be unwilling to expose themselves to the 
hazards of election by general constituencies ; and those 
landholders who are elected by general constituencies may 
prove to be unrepresentative ' of the landholding interest. 





Such questions as tenancy and land revenue measures may 
be expected to occupy more prominently the attention of the 
provincial legislatures in the near future, and in the con- 
troversies likely to ensue the landlords can reasonably claim 
that they should not be deprived of their special representa- 
tion, at a time when the extension of the franchise may well 
increase the difficulty of their securing representation on a 
general register. 


We do not commit ourselves to the acceptance of any 
principle that in the new legislatures the special representa- 
tion of the great landholders should be proportionate to 
their present scale. One difficulty in accepting a principle 
of that kind is that the electorates for these special con- 
stituencies are necessarily small, and cannot be widened by a 
lowering of the qualification without desti*oying the value 
of the representation given. The general view of the 
provincial Grovemments is that there should be some in- 
crease in the number of landlord seats. The Govern- 
ment of Bombay and the Government of the Punjab each 
suggest one additional seat to the present representation 
of landholders in those provinces. In Bengal the extent 
of the representation of landholders in the lower house 
may depend upon the establishment of a second chamber, 
and similar considerations may govern the special re- 
presentation of landholders in the United Provinces 
and in Bihar and Orissa. The precise extent of their 
representation is therefore clearly a matter for investiga- 
tion by the Franchise Committee. But on the broad issue 
w ethei 01 not^ there should be S23ecial constituencies for 
the representation of the great landholders, we have no 
hesitation in accepting the view of the Indian Central Com- 
mittee and of the provincial Governments that they should be 
tamed, both in the central and in the provincial legislatures. 

industry.—We endorse the proposal 
of the Statutory Commission that the special representation 
commeice ^^id industry sh[ould be preserved. We see 
f detailed rec6mmendations which 
some provincial Governments have made in this matter. 

special representation of labour is 

SoTof 

riombay and Oalcntta. On further consideration the Joint 
^lect Committee of Parliament decided that it would be 
impolitic to persist in an experiment which those best quali 
hed to ,udge regarded with considerable misgivLg? and in 
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consequence the representation of labour was left to nomina- 
tion by the Q-overnor, six seats being set aside for that pur- 
pose, and distributed between the provinces of Bombay, 
i3engal, Bihar and Orissa and Assam. 

The problem Avas next considered in 1924 by the 
Jteforms Enquiry Committee which recommended that the 
representation of factory labourers in the provincial councils 
should be increased, and that the local Governments 
should be asked to formulate proposals. The Com- 
mittee expressed the opinion that, if possible, representation 
shoxild be by election. On examination it was not found 
possible to introduce an elective system in any province, 
and the action ultimately taken on the Committee’s recom- 
mendation was merely to add four nominated seats, two in 
Bombay, one in the Punjab and one in the Central Provinces, 
giving a total of ten seats in the nine provinces including 
Burma. Tt was recognized at the time that criticism 
might be directed to the fact that the only response 
to the recommendation of the Committee was to increase 
from six to ten the number of seats definitely assigned to 
the representation of labour in a country which claims a 
prominent place in the industrial countries of the world and 
whose legislatures are avowedly designed to give separate 
representation to separate classes of interests. It was felt 
however that in spite of the actual and potential importance 
of India as an industrial factor in the world’s economy, 
her worlcei s were not then sufficiently organized or sufficiently 
differentiated in aim oi- outloolc from the general population 
to warrant the creation of artificial means whereby they 
might be provided with representatives in the legislatures. 
The conclusion therefore in 1926, as in 1920, was that all that 
was necessary or possible was to enable the point of view 
of the still immature workers’ organizations to be effectively 
voiced by competent exponents who had made it their special 
study. 

The Indian Central Committee have recognized that un- 
organized labour must remain iinrepresented until the 
franchise has been lowered to a sufficient degree to enable 
them to win representation in the general constituencies ; 
but, holding the view that India is on the threshold of a 
great industrial dcA'^elopment, they regard it as of the highest 
importance that means should be provided by which organized 
labour may be enabled to make its wants known in the legis- 
latures through rejjresentatives of its own. The Committee 
accordingly proposed to set apart eighteen seats for the re 
presentation of organized labour in the eight prorincos and 
recommended that in Bombay four seats should be reserved 
for labour in four general constituencies, and that in the 
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other provinces representation should be by separate elec- 
torates. 

The Statuto3*y Commission proceed with greater caution 
and, Major Attlee dissenting, suggest that, pending further 
investigation by the Royal Commission on Labour in India, 
in every province the Coveinior should have the duty of 
.drawing up rules for securing labour representation by the 
means which in existing circumstances are the best avail- 
able. If the Governor finds that for the present he must 
still resort to nomination, ho should consider whether there 
are suitable labour organizations which he might consult 
before making his choice. 

We accept the principle that the special representation 
of labour should remain, at least until such time as with the 
extension of the franchise the great majority of their numbers 
qualify for a vote in the ordinary constituencies. We would 
prefer that their representation should where possible he 
by election ; but are bound to admit that the possibilities f»f 
this still seem remote. Three provincial Governments, 
namely, those of the United Provinces, the Punjab and 
Assam, make it clear that they see no present alternative to 
nomination. We are ourselves reluctant to throw the whole 
burden of decision on the Governor in i^erson and wraild 
recommend that the problem should be further examined by 
the Franchise Committee, before decisions are take?! eitlier 
as to the mode oi* the extent of labour representation on the 
nev' councils. 

Provincial executives, 

42. Unitary Cabinets. — ^We accept the recommendations 
of the Statutory Commission that the provincial Cabinet 
should he unitary with every member accepting responsibility 
for the wJiole policy of the provincial Government. We agree 
that provision should be made that the only vote of censare 
which conld be proposed would be one against the ministry as a 
^diole carried after due notice. We also endorse the sugges- 
tion that the existing scale of salaries should be alterable onlv 
by a provincial statute. 

43. Official ministers. — ^More difficult questions arise out 
of the suggestion that when forming his Cabinet the Governor 
acting under the superintendence and control of the G<!vernor 
General, should decide whether or not to include in ii one or 
more non- elected persons. The Commission propose that 
such persons, if included within the Cabinet, should become 
ex-officio members of the legislature and they have indicated* 

would, so they conceive, ordinarilv he experienced 

officials. 

There is some variety of view in the reports of the 
provincial Governments on this proposal. The Government 
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of Madras would provide that no person other than an 
elected member of the legislature should be appointed to 
the ministi-y except on the recommendation or with the con- 
sent of the chief minister. The Grovermnent of Bombay 
would exclude ministers appointed from outside the council 
on the groiind that their inclusion would be contrary to the 
principle of responsible government. There are differences 
of opinion among the members of the G-ovemment of Bengal ; 
some favour a statutory rule requiring the presence of an 
official in the ministry ; others prefer to leave it to tne 
discretion of the Governor ; and others again are opposed 
to any official element in the Cabinet. On the other hand 
all members of the Government of Bengal are agreed that, 
save an official, no person who is not already a member of 
the legislature should be eligible for inclusion in the ministrj' . 

go further, and would make nominated members in- 
eligible. The Government of the United Provinces have 
made an exceedingly’- interesting examination of the implica- 
tions and possible consequences of an official minister in the 
Cabinet. His Excellency the Governor and the service 
member of his council v favour inclusion, but the other 
members of tlie Government consider that a principal secre- 
tary would be more in keeping with the general scheme of 
the new constitution. All members of the Government of 
the Punjab, official and non-official with the exception of one 
minister, Avould specifically exclude any official minister. 
In the course of their comments the official members of the 
Government state that this is a feature of the proposed 
constitution Avhich has been specially singled out for attack, 
and that it has been and ivill be used as an argument to prove 
that the responsibility of the Cabinet is' intended to be unreal. 
In order that no ground should be left for this allegation, the 
official members of the Government of the Punjab are pre- 
pared to abandon any official element in the future Cabinets, 
provided that other provision be made to secure to the Gov- 
ei’iior the advice ivhich he will need. A very similar line of 
reasoning is found in the letter of the Government of Assam, 
Avho state that the mere retention in the hands of the Gov- 
ernor of the powei- to apiooint an official is likely to be misun- 
derstc)od and to engender suspicions detrimental to the accept- 
ance and working of the new constitution. The Government 
of Bihar and Orissa hold that OAving to difficulties in its 
operation the appointment of an official minister will be the 
exception rather than the rule, and that this device for mak- 
ing official experience available for the ministry and for the 
Governor will not ordinarily be effectii’-e. They would, how- 
ever, accept the provision in the discretionary form suggested 
by the Commission to meet exceptional circumstances, for 
instance, the temporai y appointment of an official to avoid an 
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iiilerregimm. The preponderance of opinion in the Goveiii- 
ment of the (.Central Provinces is that all members of the Cabi- 
net shonld be chosen fi-om the legislature. 

The suggestion that the appointment to the Cabinet of 
one or more officials should be discretionary with the 
Governor has certainly been distasteful to Indian opinion, 
and we are impressed by the general consensus of opinion 
in the replies of the provincial Governments that an official 
minister would be difficult to maintain in office against the 
(Vishes of his colleagues and would be ineffective. We have 
no hesitation in holding that there should be no statutory 
requirement for the inclusion of an official in the provincial 
Cabinets, or in the Cabinet of any particular Governor’s pro- 
vince. We would be reluctant, however, to depart from the 
recommendation of the Commission that there should be a 
discretion a ly power with the Governor to make such appoint- 
ment should cii’cumstances so requii’e. We can conceive a 
situation arising in more than one province in which 
ministers may Avelcome an official colleague possessing wide 
administrative experience, and in times of communal tension 
ministers may themseh'-es wish to place a particular portfolio 
in the charge of an official, whose impartiality would be above 
suspicion. In Bengal there is the risk, to which the local G ov- 
ernment refer, that it may be difficult to find non-officials 
willing to take on themselves the responsibilities for Law and 
order in the proAunce. We have no doubt that, before 
appointing an official, the Goveimor Avould first have informed 
himself fully of the probable attitude of the other members of 
the Cabinet, and on the Avhole we think it likely that an official 
member Avould seldom be appointed, and that, if apijoiuted, 
his appointment Avould rest on general consent. But for the 
reasons Avhich Ave haA^e given Ave agree Avith the Commission 
that the Govemoi- should be free to exercise discretion in the 
matter. A suspicion exists that the appointment of officials 
may be used to restrict the scope of responsible self goverri- 
meht, but Ave have endeavoured to explain that, in oar Anew 
of the use which the Governor aauU make of his discretionary 
poAver, such suspicion is unfounded. If, however, it Avas 
thought desirable, we Avould agree to a suitable) provision on 
the point being inserted in the Instrument of Instructions to 
GoA’^ernors. 

One of our colleagues, however, finds himself unable to 
accept the 'position which Ave haA'e adopted on this matter, 
and considers that the Governor should possess no power to 
appoint official ministers, whose presence in the Cabinet our 
colleague finds himself unable to reconcile Avith the principle 
of joint responsibility. 
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44. Nion-elected non-officials. — ^With I'egard to the inclu- 
sion in the Cabinet of non-official non-elected persons, we con- 
sider that objections can be met by provision on the lines of 
sub-section (2) of section 52 of the present Government of 
India Act that, save an official, no minister shall hold office 
for a longer period than six months, unless he is or becomes 
an elected member of the legislature. 

45. Communal representation in the Cabinet. — Minority 
communities attach great importance to securing representa- 
tion in the Cabinet, and disappointment has been expressed 
at the conclusion* reached by the Com mi ssion that it is 
impossible to have any rigid and formal provision in the 
matter. Tlie claim that Muslims should be guaranteed 
Cabinet representation W’as put forward as one of the de- 
mands of that community in the resolution of the all-India 
Muslim Conference which met at Delhi, on the 1st January 
1929, and the eounterpai-t to the Muslim demand is found in 
claims put forward, for instance, on behalf of Hindus and 
Sikhs in the Punjab. The prolslem is discussed at some 
length in the letter of the Government of the United Pro- 
ounces, and interesting references to the attitude of the Sikhs 
and of the Hindus in the Punjab will be found in the minutes 
of the Hindu and Sikh Ministers respectively of that province. 

We agree that for the reasons -which the Commission 
have given it -will be difficult to make statutory provision 
guaranteeing representation in the Cabinets to minority com- 
munities. The -view which we take is that in practice the de- 
sire for peaceful administration -will in the natural course of 
events lead the majority to enlist representation from other 
communities in the formation of the Cabinet, and further in- 
ducement in the same direction will be derived from the par- 
liamentary value of minoritjr groups. We believe, therefore, 
that where the minority is influential and commands support 
in the legislature, it will be able with some confidence to count 
Tipon Cabinet representation ; where the minority is small, 
the prospect of its representation must necessarily bo more 
doubtful. We do not fail to recognize the strength of minor- 
ity apprehensions regarding the composition of the new execu- 
tives and for that reason we are prepared, if no other 
means of meeting these apprehensions can be suggested, to 
give a geJieral support to the suggestion put forward by the 
Government of the United Provinces that the Instrument of 
Instructions to the Governor should include an obligation to 
attempt to secure representation of a minority community 
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iu the Cabinet, where such roinority is in liis opinion of snffi - 
cient importance to warrant it. 

4G. The chief minister. — It follows that we do ixji con- 
template leaving the selection of ministers to a chief minister. 
The formation of the Cabinet must be recognized to be a 
responsibility imposed by the constitution on the Governor. 
The position has to our mind been corj-ectly stated by the Sta- 
tutory Oommis.sion. We share with the Commission the 
expectation that there will oi-dinarily be a chief ministej- 
whom the Governor would consult before appointing other 
ministers. But the minority prolilem makes it essential that 
there should be no constitutional requirement for the appoint- 
ment of a chief minister in all provinces. The misgivings 
of the minorities would be immensely aggravated if the 
function of the Governor were to be limited to selecting a chief 
minister and leaving to him the choice of his colleagues. 
That method might be found appropriate in some provinces 
where the minority problem is not acute aiid where political 
conditions are comparatively advanced, and wc have no doubt 
that there, while the constitutional responsibility will continue 
to rest with the Governor, the precise relationship between 
the Governor and the chief minister in the formation of the 
Cabinet would rapidly come to be governed by conventions 
locally established. In other provinces whei'o conditions may 
be less favourable, public feeling may require that the selection 
of each member of the Cabinet patently rests with the Gover- 
nor alone, though exercised, as it must inevitably be, after he 
has first informed himself of the state of political i.>pinion and 
the relative position of the various parties in the legislatui'e. 
In such provinces we anticipate that Cabinets may for some 
years to come require to be formed definitoh' on coalition 
lines. 


47. The Cabinet secretary.— The improbability on which 
we have remarked that reliance can be placed on the presence 
m the provincial executives of official ministers has directed 
increased attention on the part of the provincial Governments 
to the suggestion made by the Commission* that there should 
bp established a post of secretary to the Cabinet held bv a 
would not only be responsible for keeping 
Tift would have direct access to the Go\-ernor. 

7he official members of the Government of the Puniab have 
taken this suggestion, and give it prominence as a condi- 

rhev'^'-otdtm^vf^^ the ahandonrnent of official ministers. 

'■t?- ^ principal secretary who would also be 

the C abinet secretary, but with enlarged functions and in cloS 
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toucli with the Grovenior, the ministers and all depart- 
ments of the secretariat. Similar support is given to the 
pi'oposal hj^ those members of the Groveniment of the United 
Provinces who do not favour an official minister. On the 
other hand, the Government of Madras, while they 
suppoi'i the appointment of a Cabinet secretary, place 
him definitely under the control of the chief minister and 
allow him no access to the Governor without the knowledge 
of the ministry. In other provinces recognition of the need 
for supplying the Governor with competent official advice has 
produced suggestions which, while they coincide in their in- 
tention, differ in their form. The Government of Assam ad- 
vocate the appointment of a financial adviser of high stand- 
ing, \vho would be the head of the Civil Service and outside 
Cabi7)et. The view personally expressed b^^ His Excellency 
the Goveinor of Assam is that ho regards the pi-esence of a 
financial adviser as a necessary condition for the establish- 
ment of a fully responsible Cabinet, and that it is only on the 
understanding that such an appointment would be guaranteed 
that ho is able himself to recommend for Assam the appoint- 
ment of a ministry entirely drawn from the legislative council. 
The suggestion is put forward not only on the ground that it 
will be necessary to supply expert advice on financial and 
revenue matters to individual members of the Cabinet or the 
Cabinet as a whole, but to ensure that the Governor shall he 
able to roly on administrative experience of a high order in 
the eveiit of a breakdown, and to secure the ofifieient wtirking 
of the permanent civil service. The views of the Govern- 
mejit of the Central Provinces tend somewhat in the same 
direction. They hold that the need for expert advice to the' 
ministry and the advantage of having an official of standing 
in close touch with the Governor and his ministers are patent. 
They suggest that the best plan for securing this advantage 
will be to arrange for a financial or revenue adviser or 
Commis-sioner, w^ho might attend Cabinet discussions when 
his presence was desired by the Governor or the ministers, 
and they believe that such a plan w’-ould be preferable to 
that of a Cabinet secretary standing in some special relation 
to the_ Governor. The Government of Bengal support the 
Commission’s proposals for the appointment of a Cabinet 
secretary, but recognize that the Governor may still he left 
in ignorance of important facts affecting the administration. 
They suggest that the Governor should have an expert ad- 
viser on his personal staff. The need for supplying the Gov- 
ernor Avith special official assistance in the discharge of the 
onerous responsibilities which will pass to him under the neAv 
system is nowhere more strongly expressed than in the letter 
of the Government of Bihar and Orissa. The duties likely to 
L«149BD 
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fall to the expert adviser are discussed, and His Excellency 
the Governor presses for an appointment of that kind, to 
ensui-e that the Governor is in a position to carry out his 
duties* 

Through' these comments there runs a double line of 
thought. The first takes the point that the Cabinet itself will 
require assistance not only for the maintenance of its re- 
cord, but also that the members may have the benefit of past 
experience of Cabinet administration secured by a continuing 
post. The second line of thought relates to what ^YC! regard 
as a distinct problem, namely, the necessity of giving the 
Governor the assistance of experienced advice, more parti- 
cularly for the due exercise of his overriding powers. 

Of these two requirements the first could, in our view, 
be met on the lines suggested by the Commission for the 
appointment of a Cabinet secretary. Such an officer would, 
as the Commission propose,* “ have direct access to the Gov- 
ernor, so that, whether His Excellency was present at a given 
meeting or not, he would be kept impartially and fully in- 
formed of the course of business He would, as in England, 
be llie servant of the Cabinet ; his function would be to assist 
the Cabinet in the discharge of its duties and, though it 
would of course be open to him to approach the Governor 
on anj. matter, he would not do so without the cognizance of 
ministers. 

48. Official advisers to the Governor. — We recognize the 
need which Governors will feel for experienced advice in the 
exercise of their overriding powers. There may be special 
circumstances in some provinces requiring special treatment, 
but, as a general practice, we contemplate, and to this 
we attach importance, that the various secretaries to Gov- 
ernment will continue to have access to the Governor. 
We anticipate that ministers will themselves approve this 
continuance of the present practice bnt vdll expect, and in our 
opinion reasonably, that they shoiild be kept informed of any 
communications made to the Governoi’ by their secretaries. 
We are indeed doiihtfnl whether it is possible in this matter 
of supplying the Governor with experienced advice to make 
precise or specific provision. The Governor must be free to 
obtain advice from any source that he may select, and much 
will, of course, depend on the Governor’s own perstaiaUty. 
W^e 'would assume that the local practice which may vary 
from province to province would grow and develop in such 
direction as local circtunstances may render appropriates. 
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49. The overriding powers of the Oovemor.— It is 

generally recognized that for the reasons given by the Com- 
mission* it would be neither practicable nor desirable at once 
to create the position that the G-overnor should be bound 
on all subjects by the advice of his ministers. The need for 
overridijig powers is admitted by all who appreciate the 
ultimate responsibilties, which Parliament must still retain 
for the administration of Government in the provinces, and 
not the least of relevant considerations is the reliance which 
the minority communities will repose in the Governor for 
their protection. 

Under the present constitution the powers of the Gov- 
ernor to override his ministers are theoretically unrestricted. 
With the exception of the Governments of Bombay and of the 
Central Provinces all the provincial Governments accept the 
views expressed by the Commission, first, that in the new pro- 
vincial constitutions the Governor should, on the administra- 
tive side, be given statutory power to direct that action should 
be taken otherwise than in accordance with the advice of his 
ministry only for certain specified purposes ; and, second, that 
in all such matters the Governor should be subject to the 
superintendence, direction and control of the Governor 
General. Similarly it is agreed that the purposes for which 
the Governor is given overriding powers should be statutorily 
expressed. 

The view taken by the Government of Bombay is that, 
while the Governor appears to be the only authority to whom 
overriding powers can be entrusted, his responsibilities are 
so great that with him must remain all powers not expressly 
transferred to the ministry and to the legislature and that it 
might be preferable not to embody these powers in the rigid 
language of the statute. On the other hand, the argument 
developed by the Government of the Central Provinces ques- 
tions the use of overriding powers over the normal adminis- 
tration of a ministry, and suggests that they should be left 
vague so as to cover only the obligations imposed on the Gov- 
ernor by his Instrument of Instructions. 

The view which we are disposed to take is that the over- 
riding powers of the Governor should be defined in the statute, 
but that no closer definition should be attempted than is made 
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Greneral in Council to declare any territory in British India 
to be a backward tract dates from the last reforms. 
It originates in the recommendation made" in the Joint 
Beport that the typically backward tracts, where the 
people are primitive and thei*e is no material on which 
to found political institutions, should be excluded from the 
g’urisdictioii of the reformed provincial Grovernments and ad- 
ministered by the head of the province. Much care and con- 
sideration were spent l)oth in the selection of areas declared 
backward tracts, and in the arrangements made for their ad- 
ministration. Broadly speaking, the result was the creation of 
two classes of backward tracts, those wholly and those 
partially excluded from the jurisdiction of the reformed 
Governments. In the latter there are considerable varia- 
tions in the degree of their exclusion. 

The Commission recognize that there are areas the in- 
habitants of which are in a lower state of civilization than 
their neighbours ; and agree that for such areas special 
arrangements are necessary. Their first suggestion is that 
it may be found that in one or two cases an area now notified 
as a "backward tract is so advanced that its special treat- 
ment need not be continued. Action on this suggestion has 
already been taken. There are no backward tracts in 
Bombay, the United Provinces or the Central Provinces. 
The Government of the Punjab state that there is now no 
need for the special treatment of Spiti and Lahaul. The 
Government of Bengal are investigating whether the 
Darjeeling district should continue to be in any degree ex- 
cluded from the normal constitutional arrangements of the 
province, and will report the results of their enquiries later. 
The Government of Bihar and Orissa state that there arc 
parts of Chota Nagpur, of the Santal Parganas and perhaps 
of the Sambalpur and Angul districts, which need not be 
retained in a special position. In Assam, as in Bihar and 
Orissa, the backward tracts are of particular importance. 
While most of the tracts now notified must continue to receive 
special treatment, there is some difference of opinion about 
isolated areas. The opinion in Madras is that the existing 
backward tracts cannot yet be brought entirely under the 
normal administration. We welcome the re-examination of 
the position which provincial Governments have made and 
are making at the instance of the Commission, and accept the 
principle of reducing the number and area of the backward 
tracts wherever possible. There must, however, still remain 
large territories which all are .agreed must for some time to 
come remain outside the scope of the reforms. For the future 
administration of these areas the Commission have made 
important proposals. 
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The Commission appear to have been impressed pri- 
marily with the need to provide adequate funds for the 
development of the backward tracts, the most extensive of 
which fall within the poorest provinces, and reach the con- 
clusion* that only if responsibility for the backward 
tracts is entrusted to the centre, does it appear likely that 
it will be adequately discharged They fortify that con- 
clusion by the argument that if unitary ministries replace 
dyarchical executives, the backward tracts should on con- 
stitutional grounds be excluded from the area of responsible 
government. It is suggested that the^^ should not, like the 
minor administrations, be placed entirely outside the borders 
of the Grovernors’ provinces, but the central Government 
should use the agency of the Governors for their adminis- 
tration, and by resort to its control of the all-India services 
should enlis.t from the adjacent provinces the services 
of officials familiar with local methods. The Commission 
contemplate that members of the provincial, and possibly 
of the subordinate, services should also, when expedient, 
be obtained from the provinces. The arrangements proposed 
for partially excluded areas contain even greater complica- 
tions. Pai'tially excluded areas would continue to send re- 
preseiitatives to the local legislature, and the Governor, as 
the agent of the central Government, would decide how far 
local legislation should apply to them. The extent to which 
the Governor will act in consultation with ministers is to be 
regulated by rules made presumably by central authority. 
These tracts would be under the same system of taxation for 
provincial purposes as the rest of the province, and the pro- 
vincial revenues raised within them must be spent upon them. 
Any additional funds that were needed would come from 
central revenues. 

We see grave difficulties in these proposals, which have 
been criticized by several local Governments. For the 
administration of the Chittagong Hill Tracts, the Govern- 
ment of Bengal prefer to retain the present system with 
such modifications as may be needed. A similar view is 
held by the Government of Madras for the future adininistra-> 
tion of the backward tracts situated in that province. It 
is true that the Government of Assam support centraliza- 
tion, but in their case the prospect of transferring from the 
province to the centre the cost of administration has prob- 
ably been a considerable inducement. At the same time the 
Government of Assam entirely withhold their support from 
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the Commission’s scheme of partial exclusion. The argu- 
ments against centralization seem to us to have been well 
set out by the Government of Bihar and Orissa. There is 
little reason to think that the Federal Assembly will be any 
more ready to grant funds than the legislature of the pro- 
vince within whose boundaries the particular backward 
tracts are situated. The comment of the local Government 
that the Assembly will have little knowledge of and take no 
interest in these areas is in our belief likely to be justified. 
We doubt moreover whether the Governor of a province 
could appropriately be required to act as agent on behalf of 
the central Government. The financial arguments which 
were so prominently in the mind of the Commission seem to 
us less conclusive in view of the proposals which the Commis- 
sion. have themselves made for placing the new provincial 
Governments in possession of more adequate funds at the 
expense, it may be, of central revenues. We fully appreciate 
the various points which the Commission have* taken ; but 
we think it not unfair to comment that the simple form of 
administration suitable to the backward tracts per se 
involves a lower scale of expenditure than that of the more 
developed districts. When their needs rise to the same level, 
t.be time, for treating them as backward tracts will have 
passed. Our present disposition, therefore, is to maintain 
the link between the provinces and the backward tracts 
without interposing central responsibility for their adminis- 
tration. It may be necessary to retain some areas under 
the sole administrative control of the Governor. In others 
whp’e the jurisdiction of ministers and of the provincial 
legislature has already been admitted, the Governor may 
need no more than a general power to control the application 
of central and provincial enactments. The whole subject 
will, however, require further detailed consideration. In 
Assam where the area of the backward tracts is so great, 
special arrangements may be needed and the Commission’s 
scheme of centralization may be found to be the best solution. 
Ill Bihar and Orissa the problem is likely to be connected with 
the question of the formation of a separate province for the 
Oriyas, and should be considered by the Committee charged 
with the investigation of that problem. 

. On a minor point, we have no objection to the Commis- 
sion’s proposal that the somewhat derogatory term “ back- 
ward tract ” should be discarded in the statute, and give 
place to the more colourless designation “ excluded area ”, 
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53. The High Co^urts. — ^Amongst subjects not intimately 
connected with constitutional issues of fundamental im.port- 
ance are the recommendations made’^ by the Commission that 
the charges of all High Courts, including the Chief Court of 
Oudh and the courts of the Judicial Commissioners of the 
Central Provinces and Sind, should be put upon central reve- 
nues, and that the administrative control of all such courts 
should be exercised by the Government of India and not l)y 
provincial Governments. We have made a summary exami- 
nation of these proposals and have received in very genera! 
terms the views of the courts and the local Governments con- 
cerned. The material before us however is not sufficient for 
the adequate consideration of these recommendations, the 
financial and administrative aspects of which, intricate in 
themselves, will require d-etailed exploration, in 
consultation with local Governments, in the light of the <ieci- 
sions reached on the larger constitutional issues, and wo are 
of opinion that they could be more conveniently approached 
when those decisions have been arrived at. As regards the 
appointment of judges, we agree that while permanent 
appointments to High Court judgeships should continue to 
be made by His Majesty the King, all other appointments to 
High Court judgeships and all appointments to judgeships in 
courts of lower status exercising similar jurisdiction should 
be made b\ the Governor General in Council. We presume 
tliat the distinction which appears to be drawn at the end of 
paiagraph 346 of the report between the appointmeni, of 
additional judges by the central Government and the appoint- 
ment of temporary judges by the Governor General is not deli- 
berate, and that the proposal is intended to be as expressed 
above, he., only a slight extension of the existing practice in 
so far as High Courts (other than the High Court of Calcutta 
to which officiating appointments arq already made by the 
Governor General in Council), and the Chief Court of Oudh, 
are concerned. From the reference in the first part of this 
paragraph to the courts of Judicial Commissioners we assume 
that the recommendation applies to appointments to these 
courts also, and we agree that no differentiation should be 
made in the manner of appointing judges to High Courts 
(except in the case of permanent appointments which Imve 
always stood upon a different footing), and to other courts 
which discharge most of the functions of a High Court. We 
contemplate that in all cases where appointments are made 
by the Governor General in Council they will only be made 
after close consultation with the Governor. 

PROVH^’CTAL FINANCE. 

54. Control of finance in the provinces. — The proposals of 
the Indian Statutory Commission contemplate the grant to 
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the provincial Governments of very full powers in respect of 
finance. External control by the central Government is con- 
fined to the control of borrowing nnd to such control over pro- 
vincial taxation as will follow from the powers of superin- 
tendence which the Commission contemjjlate* that the 
centre should exercise ; and the extraordinary pdAvevs of 
the Governor on the financial side are only designed to enable 
liim to secure supply over the limited field in which he holds 
in reserve special powers, or to carry out directions which 
he may receive from the centre. The Commission have deli- 
berately rejected the suggestion that the Governor should 
be granted special powers to secure the financial stability of 
the province. For the reasons which we have_ already ex- 
plained wo concur in that conclusion. In accepting the Com- 
mission’s proposals generally we desire to add that the main- 
tenance of a strong Finance Department in each province is 
a matter of great importance, and the special position 
accorded to the Finance Department in Part III of the Devo- 
lution rules should be retained and specifically provided for 
in the new constitution. 

55. Sir Walter Layton’s scheme : its connection with the 
general constitutional structure. — It is convenient to deal at 
this point with the proposals madef by Sir Walter Layton, 
which have as their main object the provision of adequate 
financial resources for the provincial Governments. 

The working of these proposals might be facilitated by 
the recommendations which the Commission have made- for 
the reconstitution of the Assembly as a. Federal Assembly, 
indirectly elected through provincial legislatures. We shall 
consider elsewhere how far these recommendations, which 
are primarily based on other grounds, are capable of adop- 
tion. Here would only remark that if the Commission’s 
proposals for representation of the pi’ovinces in the As- 
sembly were to be altered, it would not be impossible to 
devise other methods for giving representatives of the pro- 
vinces a joint opportunity to consider the voting of taxes 
for the provincial fund. A suggestion which might be consi- 
dered in that event is that the provincial councils should elect 
representatives to form a separate inter-provincial council, 
which should consider proposals for “provincial fund’* 
taxation before their submission to the vote of the central 
legislature. We recognize that this alternative does nut 
possess the direct advantages of Sir Walter Layton’s scheme 
and we put it forward for consideration only in the event 
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of indirect election to the 'Federal Assembly not being 
approved. 

b6. FireJiminary comments on Sir Walter Lajrton’s scheme. 

— ^Turning now to the purely financial aspects of Sir Walter 
Layton's scheme, we have, speaMng generally,, approach- 
ed it with a predisposition in its favour, mainly because it 
aims at the establishment of a uniform basis for the financial 
settlements with the provinces. Such an arrangeineut is in 
every way preferable, if it can be shown to be workable in 
practice, to what seems to us the only other alternative, a 
separate settlement with individual provinces on a basis of 
needs. It is, however, essential to examine it closely, in 
order to test its practical working, and we find it necessary 
to make two preliminary comments. In the first place, the 
scheme as , a whole contemplates within ten years the aban- 
donment by the central Government of about 12 crures of 
their revenue and the imposition by the provinces of 2-1 crores 
of new taxation. It is conceived in a spirit of optimism 
which we find it difficult to share, having regard to the general 
economic conditions, with which India and indeed the ivorld 
in general are likely to be faced in the years immediately 
before us, to certain omissions in Sir Walter Layton’s sur- 
vey of the central Government’s position to which wo shall 
refer again, and to the reluctance which may well be felt by 
the representatives of the people in the provinces to impose 
new burdens of this magnitude. Of the new items of taxation 
suggested, the proposed tax on agricultural incomes involves 
highly controversial issues, and the terminal tax would, if 
introduced generally on the scale proposed, be open to serious 
objection from the economic standpoint. Sir Walter Layton 
has also, in our opinion, overestimated receipts, especially 
the revenue likely to be obtained from the taxes on tobacco 
and matches. For all these reasons we fear that his estimate 
of the i.iossibilities of fresh taxation may prove to be very 
wide of the mark. In dealing with agTicultural incomes Sir 
Walter Layton makes the remark* that “ increased produc- 
tivity together with the rise of prices since pre-war days has 
enormously increased the money value of India’s agricultural 
products ”. This statement is open to serious challenge, 
since at the present time the prices of three at least of India’s 
most important crops, cotton, jiite and wheat, are actually 
below pre-war levels, while others, such as oilseeds and 
groundnuts, are but little above them, and this decline had 
set in even before the report of the Indian Statutory Com- 
mission was published. It is scarcely too much to say that 
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the- most serious economic problem, with which India — ^along 
with other agricultural countries — ^is faced, is the decline in 
value of her main products. 

Our second general comment is that the application of 
the scheme to individual provinces has not been worked out 
by Sir Walter Layton in detail, and, as will be seen later, it 
- is when we come to the detailed application of the scheme 
that some of the main difficulties arise. 

57. Sir Walter La3rton’s assumptions as regards the cent- 
ral Government’s surplus. — ^We propose to examine the 
scheme from two points of view, first in its reaction upon the 
central Government, and second in its application to the pro- 
vinces. Sir Walter Layton calculates that the central Gov- 
ernment should after 10 years, on the present basi.s of taxa- 
tion, have a surplus of 14-J crores, arrived at as follows : — 


Plus. 

Minus. 


Customs 

. . 7i Civil Expenditure 

. . 3 

Income-tax 

5 Opium 

.. 2 

Army 

. . 7 



+19i 

—5 


Out of this the central Government should be able to distri- 
bute to the provinces : — 

(a) Half the income-tax on personal incomes . . 6 

(?>) Net proceeds of salt duty (allowing for an in- 
crease of i crore after 10 years) . . 6 

(c) Balance of duty collected on foreign imported 

liquor over 30 per cent. . . . . li 

Off-set by yield from commercial stamns 
which will be transferred to the central Gov- 
ernment . , -li 


12 


Sir "Walter Layton’s hypothetical table* actually anticipates 
that, when at the end of ten years this distribution to pro- 
duces has been completed, there will still be in the central 
Government’s budget a surplus of 4^ crores ; and his sche me 
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after ten years contemplates that a certain definite and in- 
creasing proportion of the customs revenue should be paid 
into the provincial fund. He does, however, recognize that 
this prospective surplus may be affected by a number of 
factors which are uncertain. 

58. Sir Walter Layton’s assumptions examined in de- 
tail. — ^We now proceed to examine in detail the assumptions 
made in the above calculations. 

(1) Customs . — In view of the importance of this head of 
revenue among the few which are left to the central Govern- 
ment under Sir Walte.r Layton’s scheme, we have had a spe- 
cial examination made by the Central Board of Bevenne, 
which is printed as one of the appendices.'^ It will be 
seen that the Board do not accept Sir Walter Layton’s cal- 
culations, but that for an entirely different reason — viz., the 
great possibilities which lie in the development of motor 
transport — they have arrived at the conclusion that in 10 
years, provided that there are no setbacks- due to extraneous 
influences, there shonld be an increase under customs of from 
7.8 to 30.4 crores. We would add that some allowance might 
also bo made for an increase in the revenue from the duty 
on silver, Sir Walter Layton having accepted the estimate in 
the present budget of 1 crore which on the basis of past years' 
imports is likely to be exceeded. Therefore, so far as cus- 
toms are concerned, even if the Central Board’s estimate is 
somewhat optimistic, we do not challenge Sir Walter Layton’s 
figure of 74 crores, which seems sufficiently conservative, pro- 
vided always that economic conditions in those years are 
reasonably good, and that there are no substantial changes in 
the Government’s tariff policy. These two qualifying pro- 
visos are of great importance. As to the first, a continuance 
of the present trade depression would reduce both the value 
of our exports and the consuming power of the people, and 
these conditions must lead to a diminished volume of imports. 
As to the second, the present tendency of articulate political 
opinion in India is strongly in favour of increased protec- 
tion, and if this opinion obtains an increasing influence on 
Government’s policy as is likely, many of the present revenue 
duties may acquire a much greater protective significance, with 
a resulting decrease in Government revenue. Nor can we 
leave out of account the possibility that there may be a strong 
demand that an increasing share in motor taxation should 
be transferred to the provinces, or be earmarked in some way 
for road development. There are thus grave elements of 
insecurity in the position, and the fact that th b possibility of 
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■iBaprovemeTit seems to depend, mainly upon one nneortain 
item is an additional reason Jot caution. 

(2) Income-tax. — It is not necessary to discuss at length 
the suggestions which have been made by Sir Walter Layton 
for increasing the return from income-tax by lowering the ex- 
emption limit and steepening the gradation of the tax. These 
are suggestions wMch have been examined more than once 
before, and there are considerable practical objections to 
theru. We include in the appendices* an extract from a note 
by the senior Member of the Central Board of Revenue on 
the subject. Nevertheless, if there were to be a strong de- 
mand from the general public or from provincial G-ovem- 
ments, the possibility of increasing revenue in these ways 
might well be again explored. As regards the taxation of 
agricultui'al incomes, in view of the difficulties which this 
subject presents, it would, in our opinion, be unsafe to count 
on the increase which would be obtained froni the higher 
rate of taxation on composite incomes. The tightening up 
of the taxation of income from foreign sources is a matter 
which we have already under consideration, but we 
have no evidence on which to base estimates^ of any substan- 
tial increase in revenue from this source. It is probable, how- 
ever, that even without any change in our system of taxation, 
if we could count on a normal year coinciding both in Bom- 
bay and Calcutta, we should be able to obtain not much less 
than 2 crores over our present figure at once, and in the 
course of 10 vears at least 3 crores above our present figure. 
Sir Walter Layi’On ’s figure of 5 crores is, in our opinion, op- 
timistic. At any rate we do not care to reckon the average 
expectation of improvement in 10 3'ears time at more than 
3 crores, though this is obviously a heading which is capable 
of great variation according to the development of the 
country. If political dissensions subsided, and the whole 
national effort were concentrated on raising the general 
standard of life, there might be a surprising increase. 

(3) Civil expenditure . — The estimate of an increase of 
3 crores in 10 years does not err on the side of generosity. 
We allude elsewhere to the probability of many additional 
burdens being put upon the central Government for contri- 
butions to expenditure in the North-West Frontier Province, 
and also to the possibility of new demands if new provinces 
are created. 

(4) Opium . — We shall lose our revenue on exports (2 
crores) but shall still retain a small sum (10 to 15 lakhs) 
from the sale of medicinal opium. 
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(5) Army . — Sir Walter Layton’s estimate assumes a 
debit of S orores to Burma andja further reduction of 7 orores, 
bringing the military budget for India do^vn to 45 orores. 
This is a drastic reduction and the possibility of a big sa\'ing 
being realized depends largely on whether His Majesty's 
Government will make a contribution in respect of 
the “ Imperial defence” element involved in army expendi- 
ture. AVe allude elsewhere to the probability that the Burma 
estimate wid prove unrealizable. 

(6) Railways . — Sir Walter Layton does not take into 
account any increase in the contribution from railways in 
excess of 6 crores, recognizing the importance of keeping rail- 
way rates down in the general interests of trade. With this 
latter comment we definitely agree, though the amount of the 
railway contribution is a matter which may require further 
consideration. 

(7) Other items . — ^If provinces become responsible for 
their own accounts, there will be a transfer of expenditure 
from the central Government to tihe provinces of over 50 
lakhs, though there may be some increase in the central Gov- 
ernment’s expenditure also on this head, if the scheftio for 
separation of accounts and audit in central areas is ex- 
tended. On the other hand, the debit to central revenues of 
High Court expenses less receipts from High Court fees 
w'onld, wo believe, involve an appreciable net charge to 
central funds. We are not yet in possession of full details 
on this point, but such preliminary estimates as we have re- 
ceived from provincial representatives confirm this conclu- 
sioi.. 


59. Further considerations affectingf Sir Walter Layton’s 
assumptions. — ^Apart from the doubts expressed above as 
to Sir AValter Layton’s estimates, there are further con- 
siderations to be borne in mind. In the first place, he has 
assumed that 5 crores of interest on the balances or the yjaper 
currency and gold standard reserves will continue to be 
credited to central revenues. The receipts under this head 
are, however, at present more than counterbalanced by the 
losses on sales of silver which are still being debited to a 
remittance head. In fact the propriety of treating the pre- 
sent receipts as normal revenue may well be regarded as 
doubtful, and we feel definitely that it would be improper to 
treat it as a source which could be drawn upon in order to 
suri'ender central revenues to the provinces. The difficulty 
will become more clearly apparent when a reserve bank comes 
into existence. Under clause 46 of the reserve bank bill of 
1927 the central Government was, it is true, to be entitled to a 
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share in the profits of the bank both during the period when 
it was building up its reserve and afterwards. These profits, 
however, would be much less than the interest which we now 
take to revenue, and in addition the Government of India 
would, under the reserve bank scheme, be left with the 
responsibility for the disposal of surplus silvejr, so that any 
profits might be far more than swallowed up by lossesi on 
these sales. 

In the second place, we must take into account the pos- 
sible financial results of an adjustment of relations with the 
Indian States. Large claims are being made on their side 
for a share in our customs revenue and in other directions. 
It is impossible to make any accurate estimate on this 
account. 

Thirdly, the terms for the separation of Burma, if this is 
to be effected, are uncertain, and there is a considerable mar- 
gin of error here especially under the defence and debt heads. 
Sir Walter Layton, we note, assumes that India will levy 
customs duty on Burma produce. 

Finally the most important consideration of all is 
that to which we have referred already. The estimated im- 
provement is dependent entirely on the attainment of favour- 
able trade conditions and on the absence of disturbing factors 
such as war, pohtical unrest, or frontier trouble. We have to 
remember that these constitutional chang-es are being intro- 
duced at a period of extreme world depression accmtuated 
by the present internal disturbances, and it would be opti- 
mistic to assume that trade for a good many years to come 
will recover sufficiently to give the results anticipated. 

60. Conditions on which the central Government can 
abandon surplus revenue. — The conclusion which seems to 
us irresistible is that all these estimates are so hypothetical 
that it is impossible to envisage anything like a time-table 
for giving up to the provinces sources of central revenues. 
_We agree m theory with Sir Walter Layton’s statement that 
it is undesirable that the allocation should be capricious or 
that policy should be changed from time to time, and we 
recognize the importance of provincial Governments being 
able to estimate their financial resources as accurately and 
as early as possible. But in view of what has been stated 
above, it seems essential to insist that, if we accept in prin- 
ciple the arrangement that the half share in personal in- 
come-tax and the salt tax should be transferred to the provin - 
ces, the times and amounts of transfer must depend upon the 
judgment of the central Government. Sir Walter Layton re- 
cognizes that in exceptional circumstances the transfer 
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according to time-table may be impossible, but he goes on to 
lay down that in such an event the transfer should be a first 
charge on the central Grovernment ’s surplus, and that any de- 
lay would be made good in subsequent years. This formula 
seems lO us to require qualification, if only for the reason that 
a surjilus of one year may not be a recurring surplus, and 
that it must rest wdth the central Government to decide -when 
any surplus shown in tlie budget is evidence of a reliable 
margin of receipts over expenditure, sufficient to justify the 
permanent sacrifice of prospective revenue. Sir Walter 
Layton’s formula is also too rigid as, if interpreted strictly, 
it niight be held to mean that the central Government was not 
at liberty to vary its scale of taxation (especially customs) 
in a downward direction, a discretion which in the interests 
of the country as a whole ought to remain with the central 
Government. 

In short, we envisage a situation not different in essen- 
tials from that under the Meston settlement under which, 
while the proportions in which the various provinces were to 
share in the remission of contributions were laid down by rule, 
the dates and amounts of remission were left to the discre- 
tion of the central Government. This conclusion, however, 
doc.'s not mean that the order in which central revenues should 
be surrendered should not be definitely prescribed. To this 
point we shall return in dealing with the application of the 
scheme to the provinces. 

61. Necessity for allowing sufficient elasticity to reve- 
nues of central Government. — There is another question 
which is equally important. Does Sir Walter Layton’s 
scheme allow sufficient elasticity to the revenues of the central 
Govemmenf. to enable it in all circumstances to discharge 
its responsibilities, remembering that those responsibilities 
include defence, the debt, the credit and the foreign relations 
of India ? On this point we confess that we have felt mis- 
givings. Our customs duties are already high, nor is there 
much margin left for increase in taxation under income-tax 
or stamps, or in the receipts from the commercial services 
stich as railways. Once salt has been transferred to the list 
of national excises, the margin of elasticity in case of need 
may become dangerously restricted. This leads us to con- 
sider the desirability for treating the salt tax in a special 
way ; for it is the best suited of ^1 for an emergency tax, and 
this has alwa 3 rs been an argument for keeping its incidence 
low in normal times,- so as to retain the possibility of its in- 
crease as a reinforcement to revenue in an emergency. For 
these reasons, while we do not oppose the recommendation 
that the proceeds of the tax at its present rate should be 
transferred to the provinces when the central Government is 
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in a position to do this from its asspred surplus, we consider 
that no further increase in the rate should be permissible as a 
source of provincial revenues. The margin for 
increase should be regarded as a potential emergency reserve 
for the central Grovernment. In addition to this, we accept 
the recommendation* of the Indian Statutory Commission 
on the subject of surcharges by the central Govern- 
m.ent on any taxes included in the schedule of the provincial 
fund. In the absence of these provisions the central Govern- 
ment would be reduced to dependence practically upon cus- 
toms, and as we have already explained, it would appear as 
if tlie prospects of substantial improvement there are reduced 
to the single chance of an increase in the motor trade. We 
further consider that the constitution should retain the pro- 
vision which now exists in Devolution rule 19, under which 
in cases of emergency the central Government may require 
contributions to be paid to it by the provinces, with the 
sanction of and subject to conditions approved by the Secre- 
tarv of State. 

62. Application of the scheme to the provinces — examina- 
tion of some of the proposed new soimces of provincial 
revenues. — We now turn to the application of the scheme 
to the provinces. There has not been time for a complete 
examination of all the points which arise in connection with 
the proposed new sources of provincial revenues, the decision 
regarding which will in any case mainly rest with the re- 
l^resentatives of the provinces. We must, however, call 
attention to certain important points which have emerged in 
the course of our examination and our discussions with local 
Governments. In the first place. Sir Walter Layton pro- 
poses that the customs duty on foreign liquor should be 
reduced to 30 per cent, and that the provinces should be given 
the right of imposing further duties on foreign liquor in the 
form of excises. As a counterbalancing adjustment, the 
central Govermnent should take the revenue from commer- 
cial stamps. We have no objection to this proposal in 
principle, but a careful scrutiny has suggested that the 
method proposed for dealing wath foreign liquor may involve 
administrative difficulties not fully realized hitherto. This 
question requires further examination, which we are under- 
taking in consultation with the provincial Governments, 
before we should be able to determine the exact form in w'^hich 
this adjustment could be made. Incidentally we would 
f>bsem-e that, although the total amount of the present yield 
from commercial stamps is roughly equal to the total amount 
which w'ould be surrendered to the provinces tmder Sir 
Walter Layton’s proposals , the revenues of individual 
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provinces would be affected in varying degrees, and some pro- 
vinces have gone so far as to ask for a preliminary adjustment 
on this account. 

./?ks regards the proposed surrender by the central G-ov- 
crnment of one-half of the income-tax on personal incomes, 
we have already indicated that we accept this proposal in 
principle. Sir Walter Layton has stated that the amount 
involved is in the neighbourhood of 9 crores, half of which 
would give the provinces crores. He estimates further 
that at the end of ten years this allocation would probably 
grow to 6 crores. Both these estimates seem to us to be 
optimistic. On the latest figures available, for the year 
1928-29, readjusted at the new rates of taxation introduced in 
the last budget, we calculate that the personal income-tax 
collected in the provinces was approximately 7 crores, and 
the allocation to the individual provinces of one-half of the 
tax would be roughly as follows : — 


Madras 



Lakbs. 

50.8 

Bombay 



90.67 

Bengal 



96.08 

United Provinces 



32.68 

Punjab 



30.75 

Bibar and Orissa 



23.66 

Central Provinces 



16.71 

Assam 



8.97 



Total 

. . 350.32 


A point, however, which has to be borne in mind is that the 
figures shown in the above list would not represent a net 
gain to the provinces, for under Devolution rule 15 a certain 
share already accrues to them, and we must presume that it 
was intended that this provision should merge in the new 
ju-oposals. It will be remembered that under that rule the 
provinces are entitled to receive a share (at three pies in the 
rupee) of the tax upon new incomes brought under assess- 
ment in any year as compared with the basic year 1920-21. 
The object of this rule was to give to the provinces some 
share in what was expected to be a growing head of taxation, 
and it was anticipated that the industrial provinces in parti- 
cular would benefit from this provision. In actual practice 
the rule has operated very differently from the intention and, 
owing to the full assessments in the main industrial centres 
in the basic year, the benefit has accrued mainly to the non- 
industrial provinces. The sums which the provinces halve 



60 


obtained under Devolution rule 15 since 1921-22 are given m 
an apijendix*. The latest figures available (for 1928-29), 
whi'^h wo quote below, are suAhcient to illustrate the un- 
expectedness of the results : — 


Madr.as 



Lakhs. 

5.46 

Bombay 

. . 

• - 

Nil. 

Bengal 

• . 


Nil. 

United Provinces 

. . 

* . 

0.77 

Punjab 

. . 

. . 

4.04 

Burma 

. . 


12.22 

Bibar and Orissa 

. . 

. . 

4.74 

Central Provinces 

. . 

. . 

2.23 

Assam 

. . 

. . 

6.63 


It will be seen from the above table that, if the increase al- 
ready accruing under Devolution rule 15 has to be surrender- 
ed by the provinces, as a preliminary to the surrender by the 
central Government of half the share on personal incomes, 
the effect of the latter surrender would be considerably modi- 
fied. The case of Assam is an extreme one, for that province 
would on balance only gain 2.31 lakhs. “We have not finally 
considered how this situation can best be dealt with, but we 
would express a provisional view that here, as also in the 
exchange between liquor and stamp duties referred to above, 
some sort of preliminary adjustment will be necessary. 

We accept the proposal that provinces should be per- 
mitted to levy a surcharge amounting to one-quarter of the 
tax on personal incomes. The proceeds of this tax, should 
they elect to impose it and should conditions admit of it being 
imposed at the full rate, may be taken as approximately 
equivalent to half the amounts mentioned in the table on 
the preceding page. 

The proposal to remove the exemption from income-tax 
on agricultural incomes raises a most controversial issue, on 
which opinion in the country will run high. However indis- 
putable may be the logic of Sir Walter Layton’s arguments, 
we must face the reality that this exemption has the sanc- 
tion of long tradition and that dealings in land have always 
been conducted on the assumption that it would remain. 
The opinions of local Governments, with few exceptions, are 
definitely opposed to it and for practical purposes we regard 
its imposition as unlikely in the near future. We have some 
sympathy with the view expressed by more than one province 
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that it is a form of taxation which should only be imposed 
by a representative and responsible government, and this in 
fact means that it should not be imposed upon a province on 
the vote of the central legislature, but that the representative 
legislature in each province must be free to decide for itself. 

The objections to the widespread introduction of a system 
of terminal taxes are more fully dealt with in an appendix*. 
If imposed on the scale suggested by Sir Walter Layton, it 
would be a serious burden on trade. A terminal tax designed 
to bring in 8 crores of rupees a year represents a surcharge 
on railway freights of about 15 per cent., and the suggestion 
to impose such a tax is hardly consistent with Sir Walter 
Layton’s strongly expressed view as to the urgent need for 
reducing freight charges. Moreover, apart from this broad 
consideration, there are certain practical difficulties in the 
way of the imposition of a general tax of this nature which 
are not mentioned in Sir Walter Layton’s report. Octroi 
duties and terminal taxes are already used in some provinces 
as a source of municipal and local taxation. It would hardly 
be possible to allow this form of taxation to be used by 
municipal authorities at the same time as it was introduced 
on a universal provincial basis as proposed by Sir Walter 
Layton. On the other hand, the right to continue to levy 
tire tax could not be withdrawn from the municipalities where 
it L now in force, while we foresee difficulties in the way of 
resisting all further extension of such a method of taxation 
to other municipalities. In this connection we have to take 
the actual needs of the various provinces into account. In 
Assam, for example, a province whose revenue is very 
restricted and whose opportunities for improving its position 
from income-tax, etc., are under the present proposals for 
special reasons much less favourable than those of other 
provinces, we think that — ^particularly in connection with 
the tea garden traffic — there may be a special justification 
for some sort of terminal tax. Again, in Bilrar and Orissa, 
a province which has hitherto had no municipalities levying 
this tax, there will probably be a strong demand for its in- 
troduction in this form. Without going into further details, 
we may state our provisional conclusion as follows. While 
we hold strongly that the economic disadvantages of such a 
tax am sufficient to condemn its introduction as a general 
provincial tax, we think that for purposes of local taxation 
there may be occasions when it will be the best available 
method, if used for special purposes and to a properly limited 
extent. If, however, the continued use of such a tax foj- local 
purposes is permitted, it wiU be essential to reserve to the 
central Government definite powers of oonirol in order to 
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safearuard sources of central revenue, and to prevent tlie im- 
position of discriminatory taxation whicli may involve 
broaches of international treaties or agreements. 

We have already taken up the examination of the 
machinery for dealing -with the proposed taxes on tobacco 
and matches in correspondence with provincial Goverimen 
Both present special difficulties, and the tax on matches m 
particular can hardly be imposed on a substantial swile 
without co-operation on the part of the Indian States. Oui 
enquiries on both subjects are still incomplete and any view 
which we now take is necessarily provisional. hope 

that some effective arrangements can be devised, but we 
believe that it will not be desirable to impose too high a rate 
at first on matches, and that the full yield from the tax will 
only be obtained gradually. We regard Sir Walter Layton s 
estimate of 5 crorcs from the taxation ot tobacco as too high, 
and on present information we doubt whetlier even half that 
amount is likely to be realized. 


63. Increased resources of the provincial Govemmente 
on Sir Walter Layton’s and our estimates, — These preli- 
minary remarks have been necessary in order to enable us 
to approach the matter from a practical point of view. If 
Sir Walter Layton’s assumptions were aU accepted, that 
is if within ten years the central Government were able to 
surrender half the tax on personal incomes and the s^t 
tax, and if the provincial Governments were to get the benefit 
of all the new taxes, tobacco, matches, terminal tax and in- 
come-tax on agricultural incomes, and were to impose the 
surcharge on personal incomes, and if his estimate of the 
yield of the various taxes were realized, we should get 
approximately some such result as the following : 



Actual increase of 

Percentage 

ProTinoe. 

revenue in lakhs 
of rupees. 

increase 

Bihar and Orissa 

4,24 

77 

Bengal 

7,70 

69 

United Provinces 

6,09 

52 

Assam 

1,26 

49 

Central Provinces 

2,20 

46 

Madras 

6,24 

38 

Bombay 

4,76 

34 

Punjab 

3,51 

32 


It must be recognized that the picture presented in the abo'/e 
table represents no more than a distant, and perhaps even 
totally unattainable, ideal. We have indeed already indicated 
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our view that all that the provinces are likely, in the near 
future, to be able to count upon from new taxation is the sur- 
chai'ge on personal income-tax, and a very doubtfnl 3 or 4 
crores from the taxes on tobacco and matches, with perhaps a 
terminal tax in a province specially situated such as Assam. 
Some other forms of taxation may possibly be added to the 
provincial 1‘und, though we can think of none of a very pro- 
ductive nature. We should also be glad to see as much lati- 
tude as possible allowed in framing the schedule of provincial 
taxes ; Imt the provinces will have to rely, in the main, upon 
the gradual surrender to them of the central revenues from 
salt and personal income-tax. 

However distant any substantial distribution may be, 
the figures given above illustrate the plan which now holds 
the field, and it is on that plan that we must consider the views 
of the various provinces. A glance at the figures shows that 
several provinces will inevitably regard it as unsatisfactory, 
and will claim that it does not take sufficient account of their 
needs. Our task now is to consider both the final objective 
and the methods of approach to it, and this means that the 
practical problems really before us are, first, whether a 
special enquiry into the needs of different provinces should 
be made before the automatic distribution begins, and second 
in what order should the surrender of resources take place. 

64. An enquiry on the basis of needs. — ^As regards the 
first of these problems, the Government of Bombay have felt 
themselves compelled to apply for a preliminary adjustment 
to meet their outstanding needs before the application of the 
automatic principle beginp. They suggest that needs can 
only be determined by obligatory expenditure on essential 
services. Their request would therefore involve the appoint- 
ment of a special committee to investigate the needs of the 
different provinces and to form a judgment upon the present 
rate of expenditure in Bombay upon essential services as 
compared with that of other provinces. The Government of 
Bihar and Orissa also consider that a preliminary adjust- 
ment should be made with the object of correcting existing 
maladjustments before the automatic principle is applied. 
They point out that, unlike other pro^dnces, they obtained 
no relief by the remission of contributions under the j)3"eserit 
constitution, since no contribution was imposed upon them, 
ajid that, with their existing deficit of 35 lakhs and the heavier 
expenditure foreshadowed under the new constitution, there 
w^lil be no margin for the province to develop, having regard 
to the fact that the estimates of the Layton scheme can 
harcHy he expected to materialize. The considered views of 
the Bengal Government are not yet before us, but we have 
understood from their representative (wffio with the repre- 
sentatives of other provinces met us recently in conference) 
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that the Bengal Government also ■would be likely to press 
strongly for a preliminary adjustment before the introduction 
of the automatic 'principle. Other provinces, though they are 
prepared to accept the Layton scheme, would no doubt advance 
similar claims if a committee to enquire into needs were 
appointed. Some of them might argue that in their case 
expenditure on essential services had been reduced or 
deferred through enforced economy in the past. 

While we have considered it our duty thus to bring pro- 
minently to notice the views of tliose Governments which 
have asked for a special enquiry, our own view at present is 
that the appointment of a committee to examine the posi- 
tion of the provinces on the basis of needs would be likely to 
intensify provincial rivalries and to create general dissatis- 
faction. For the conclusion is unavoidable that the demands 
of the various provinces are incompatible, and that no deci- 
sion could be reached which would be accepted by all |pro- 
vinces as fair. On balance, therefore, our present "view is 
that we must definitely rule out the idea of any general ad- 
justment as between the prcvinces on the basis of ‘ needs ’ ; 
for we do not see how any tribunal could pronounce judg- 
ment on a matter so controversial and so much a malter of 
opinion in a form which we could reasonably expect all pro- 
vinces to accept. 

65. Preliminary adjustments may have to be consi- 
dered. — While, however, we feel forced to the conclusion 
stated in the preceding paragraph, we do not go so far as to 
say that no sort of preliminary adjustment should be made. 
W e have indeed been impressed in the course of our examina- 
tion by tne serious injustice which may be caused in the 
initial stage to certain provinces by the ro-arrangement of 
central and provincial sources of revenue involved in the 
Tiaytoii scheme. We have already referred to ihe operation of 
Devolution rule 15, the abandonment of which wo old involve 
an initial loss in respect of income-tax for several provinces, 
which conld only be recouped later by the transfer of re- 
sources from the central Government, the date of which is 
uncertain. Assam, for instance, stands to lose at once nearly 
7 lakhs from a source of revenue which hud been steadily 
growing, whereas their share of personal income-tax, oven if 
the central Government were in a position to surrender at 
once the full amount under this head, would not be more than 
9 lakhs. Similarly the exchange between foreign liquor and 
commercial stamps, though these heads approximately balance 
so far iis the central Government is concerned, will affect 
provincial finances une-venly. No figures are at preseiit 
a-\’ailable and it will take time to collect them, but one oro- 
vince has estimated its loss from the transfer at 134 lakhs. 
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The provincialization of accounts will involve a new burden 
on the provinces which has hitherto been borne by the central 
Government, while some provinces might benefit from the 
transfer of High Court expenses less High Court fees. When 
the exact effect on individual provinces of these various 
transfers has been examined more thoroughly than has up 
to this moment been possible, consideration must be given to 
the question whether these special grounds ^ustif^v some pre- 
liminary adjustments. We reserve our judgment on this 
Ijoint. 

66. The order of surrender of central revenues. — ^It is 

necessary first to explain how the various provinces will be 
affected by the order of surrender of the two taxes in question, 
personal income-tax and salt. We have already indicated 
the proportion in which the provinces would share the pro- 
ceeds of the personal income-tax when surrendered. The 
industrial provinces of Bengal and Bombay and in a lesser 
degree Madras would obtain the principal benefit. The dis- 
tribution of the salt tax on the basis of population (taking, 
as seems reasonable, a net figure of 6 crores at the time 
when the transfer is completed) would give the following 
results : — 


Madras 


Laklis. 

1,10 

Percentage 
increase in 
revenue. 

6.7 

Bombay 


50 

3.5 

Bengal 


1,24 

11.2 

United Provinces 


1,17 

9.9 

Punjab 


55 

5.1 

Bibar and Orissa 


90 

16.3 

Central Provinces 


37 

7.7 

Assam 


17 

6.6 


It is, however, conceivable that the decision might be to trans- 
fer not the whole but a portion of one tax, and then a portion 
of the other. The result can be judged best by giving the 
Xoroportions in which each province would share in the first 
crore of each tax surrendered : — 




Personal 

income-tax. 

Salt. 

Madras 


14.5 

18.5 

Bombay 

• • 

25.9 

8.3 

Bengal 

. . 

27.4 

20.7 

United Provinces 


9.3 

19.5 

Punjab . . U 

. . 

8.8 

9.2 

Bihar and Orissa 


' 6.8 

15.0 

Central Provinces 


4.8 

6.2 

Assam 

4 , 

: 2.5 

2.8 
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Bengal and Madras come out fairly well in either event, and 
there is rjo serious difference in the case of the Punjab, 
Assam and the Central Provinces, though ail would fare 
slightly better if salt were given the preference. The prin- 
cipal result of preferring income-tax to salt would be a very 
substanlial gain to Bombay and an appreciable gain to Bengal, 
to the disadvantage mainly of the United Provinces and 
Bihar. 

Sir Walter Layton has definitely recommended that the 
urgent needs of the industrial provinces should be recognized 
at least to the extent of arranging that the transfer of in- 
come-tax receipts should be begun as early as possible. It 
is true that the industrial provinces will also gain most from 
the surcharge on personal income-tax if they decide, and are 
able, to impose it, but we suggest that as fair a solution as 
any would be if the surrender of the first 2 crores of revenue 
were in the form of personal income-tax and that thereafter 
the surrender of revenue should be from both taxes in equal 
amounls. We recognize, as pointed out by the Government 
of Bihar and Orissa, that there would be definite political 
advantages in making a beginning with the provin- 
cialization of the salt tax at an early date. In fur- 
ther support of the form of recommendation that 
we have thus tentatively made, we would point out 
that for practical reasons it is likely to be necessary to 
undertake the transfer of these taxes step by step. The 
central Government will have to proceed tentatively in the 
abandonment of its revenues, and it is hardly possible that it 
will at any moment be in a position to hand over in a single 
transaction the whole proceeds of either of these taxes. 

67. Procedure applicable to the provincial fund. — ^We 

accept the proposals* of the Indian Statutory Commission re- 
garding the procedure applicable to the provincial fund. 
Some modification in detail will be required if the Commis- 
sion’s proposals regarding the constitution of the Federal 
Assembly are revised, but the principles could be applied 
mutatis mutandis to the alternative arrangement which we 
have suggested for a separate inter-provincial finance coun- 
cil. Several of the provincial Governments have expressed 
doubts whether it should be open to a minority of the inter- 
provincial council of finance members to bring proposals for 
taxation before the Assembly. On the whole however we 
consider that, if not less than three of the provinces desire 
that proposals for taxation should be placed before the As- 
sembly, it is fair that they should have an opportunity of 
I^reseiiting their case and of securing, if they can, a majoilty 
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in the Assembly. It has also been suggested to us that in 
view of the many uncertain factors and hypothetical assump- 
tions involved in the suggested financial arrangements, which 
may result in the settlement working out very differently 
from what is now anticipated, provision should be made for 
a review of the settlement after 5 or 10 years. We have con- 
sidered this suggestion, but we are of opinion that such an 
arrangement would be disturbing, and might even lead pro 
vinces into a policy of extravagance with the object of estab- 
lishing claims for special treatment in the light of their actual 
commitments at the time of revision. 

We recommend that the settlement should be embodied in 
statutory rules so that alteration of it would be possible with- 
out an amendment of the constitution. 

We call attention to the recommendation of the Bombay 
Government, with which we agree, that legislation imposing 
provincial fund taxation should not be voted every year, but 
only when ihe inter-provincial council of fiaauce members 
makes proposals for a change. 

68. Borrowing powers. — ^In an earlier paragraph we 
stated that we accepted the position that the control by the 
Government of India over the provinces in the sphere of 
finance should be confined to the control of borrowing. It is 
desirable to consider more fully the details of the Indian 
Statutory Commission’s proposals on this subject. 

As regards the powers of provincial Governments to raise 
loans, the proposals in their report make little change in the 
existing position which is governed by rule 3 (1) of the Local 
Government (Borrowing) rules (regulating borrowing in the 
open market) and by Devolution rule 25 (regulating advances 
by the Government of India to local Governments ) . In actual 
practice the terms on which advances can ordinarily be given 
have been codified in the rulesi governing the provincial loans 
fund, which have received the approval of the Secretary of 
State in Council, and have therefore to some extent limited the 
fuller powers which the Government of India enjoyed under 
Devolution rule 25. 

The proposals of Sir Walter Layton may be summarized 
as follows : — 

(a) The loans raised by provincial Governments 
should be subject to standard regulations and 
their raising should be co-ordinated. 

(h) To this end a council of provincial finance 
ministers should be instituted, over which the 



88 


Finance Menaber of the Government of India 
should preside. Its tasks* should be “to 
establish a borrowing programme, to lay down 
the standard regulations, and to arrange terms 
with the Government of India It should, 
however, be advisory only for the present, and 
the real power should vest in the central Gov- 
ernment. On the other hand, it is contemplat- 
ed that the latter should not act without con- 
sulting the council, since it is specifically stated 
that consultation should invariably be made 
before special sanction is refused to a loan, even 
where such sanction is definitely required by 
the regulations. 

(c) As responsible government in India develops, the 
council may cease to be a mere advisory body 
and may acquire real power. 

The Commissionf apparently accept these proposals gene- 
rally. They suggest frii'ther that the powers statutorily re- 
tained by the central Government should take the shape of a 
perfectly general control, but that this control should not be 
used to dictate the purposes for which loans should be raised. 
If a declared purpose is within the scope of the regulations, 
the grant or refusal of sanction should be dependent primarily 
on considerations of the monetary and cre(h.t situation. Ap- 
proval should, however, not ordinarily be given to a loan in- 
tended to meet a deficit ; and if it is to be given, the loan should 
pay a discriminatory rate of interest. 

Subject to a qualification and a reservation explained at 
the end of this paragraph, we are prepared to accept these 
proposals as a provisional arrangement, though we must 
emphasize th.ai the words ‘ credit situation ’ used above re- 
quire further definition. The considerations which are to 
govern any decision should include, not only the general 
credit situation of the Government of India, having regard 
to its own position and the rates for money prevailing in the 
world at the time, but also the particular credit situation of 
the province which is seeking a loan. For this purpose 
account would have to be taken of the general financial 
policy and position of the province concerned. While 
accepting the proposals as a provisional arrangement, we 
feel bound to express doubts as to its advisability as a perma- 
ment plan, if it is to develop to a point where the inter-pro- 
vincial council ceases to be merely advisory and acquires 
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actual poTvcrs of decision. Several of the provincial Oov- 
ernments have expressed opposition to the idea that their 
borrowing programme should be controlled t)y a council con- 
sisting^ of representatives of other provinces who are their 
potential competitors for a share in the limited amount of 
loan money available. They do not rule out the possibility 
that it ruay be to their advantage to abandon permanently 
their individual liberty of borrowing on their owji credit, for 
the sake of arriving at a co-ordinated plan of bori’owing 
for the whole of India, and in order to obtain the advantage 
of borrowing with the credit of the Government of India. 
But they do not consider that in that case a body composed 
of political representatives of all the provinces would pro- 
vide a suitable arbitral tribunal. They contemplate rather 
sometliing in the nature of an all-India board <)f loan 
commissioners, on which the expert element would bo strong- 
ly represented. It has indeed always been our view that 
the administration of the provincial loans fund should 
eventually be entrusted to such a board. On the other hand, 
we feel that it is premature at this stage to settle any 
arrangements which should govern the position for all time. 
■Vl'hile i-ecognizing the advantage of a oo-ordinatcd plan of 
borrowing, we see serious disadvantages in creating condi- 
tions, in which the individual provinces need not consider 
their own credit with the world but can always rely on the 
support and protection of the central Government. The 
surest way to bring home to any Government the necessity 
for following canons of sound financial administration is 
that they should be faced, w^hen they disregard those canons, 
wdth the absolute impossibility of raising funds, even on loan. 
This necessity will be borne in upon them if they have 
themselves to deal with the outside money market, whereas 
if it is merely a matter between the provincial Government 
and the central Government, the realities may be obscured 
and political influences will play a part. Speaking general- 
ly, we think that the future course must be decided in the 
light of actual experience. For the present the provincial 
G'.ivemments are all prepared to continue what is in sub- 
stance the existing arrangement, and to place themselves in 
the hands of the central Government. It is our view also 
that this arrangement should be retained for the present. 
We have to make one further observation in conclusion. 
The objections expressed by the provincial Governments to 
having their individual loan operations controlled by a 
council of provincial representatives have led them in certain 
cases to ask that the functions even of an advisory council 
should be strictly limited. They fear that even if such a 
council is merely advisory, if it is formally constituted, it 
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will be difficult for the central Government to reject its ad- 
vice. They would prefer it to be definitely understood that 
the 1 ) 0 wer of decision remains wdth the central Government 
and that the central Government will do no more than sum- 
mon a meeting of provincial representatives so that the 
general programme may be jointly discussed ; such discus- 
sion being of an informal nature and not intended to lead up 
to anything in the nature of definite resolutions by the coun- 
cil. On the whole, we may express agreement with this 
view. 

We must also make one further reservation. It would 
seem essential to give the Government of India power to act 
vdthout consulting provincial representatives if an applica- 
tion for a loan is made in an unexpected emergency. It is 
consistent with our preceding observations that we do not 
consider it to be necessary or desirable to provide by statu- 
tory rules for the establishment of a council. The neces- 
sary provisions could be inserted in the standard regulations 
themselves, which would take the place of the rules now sanc- 
tioned by the Secretary of State. Minor points of detail 
could be thrashed out when the provincial representatives 
met to frame regulations. 

69. Provincial balances. — The Indian Statutory Com- 
mission have concurred in Sir Walter Layton’s recommen- 
dation that promncial balances should not for the present be 
separated, and that any change in the present arrangements 
might be postponed until a central bank is created, which 
would presumably take over the banking business of the pro- 
vincial and central Governments. We have ascertained that 
there is no desire on the part of provincial Governments for 
any immediate change in the present arrangements, and we 
support the Commission’s recommendation. We have, how- 
ever, to contemplate the possibility that an autonomous pro- 
vincial Government may desire at some time in the future to 
maintain its own balances, and following the general principle 
adopted by the Commission a development in this direction 
should be allowed for. We therefore recommend that if, 
after the new regime has been started, any provincial Gov- 
ernment desires to maintain separate balances, the Govern- 
ment of India should be prepared to agree, subject to suit- 
able arrangements as to details. A scheme for the separa- 
tion of balances was drawn up in 1924, and it may be said 
that the separation could be effected without any serious ad- 
ministrative difficulty. 

In this connection the Co mmi ssion have made a further 
ref*ommendation that the Government of India should per- 
form the service of banker for the provincial Governments 
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on a commercial basis, and should not attempt to make undue 
profits out of the business. We accept this in principle with- 
out committing ourselves at present to the amount of profit 
which would be reasonable or the form in which this profit 
would accrue, e.g., services rendered at treasuries or interest 
on minimum balances to be kept by the provincial Govern- 
ments. 

70. Accounts and audit. — Sir Walter Layton’s recom- 
mendation in regard to provincial accounts and to the status 
and functions of the Auditor General are endorsed* by the 
Indian Statutory Commission. We accept the Commission’s 
recommendations. It is not unlikely that some of the provin- 
cial Governments will at first desire to employ the central 
Government as their agent to keep their accounts and super- 
vise their accounting staff, but we agree with Sir Walter 
Layton that whatever arrangement is adopted, the accounting 
staff should be entirely separate, so that the accounts may be 
audited by an officer holding an independent position. The 
various technical problems arising in this connection have 
been examined, and, although complicated, do not give rise to 
any insuperable difficulty. The qtiestion of the future of the 
Inffian Audit and Accounts Service is among the most im- 
portant. The danger to avoid is that of having a. number of 
small distinct cadres, none of which would be sufficiently large 
to offer a career to attract and keep good men. At first at 
any rate the provinces will probably find it necessary to em- 
ploy men seconded from the central service for Ihe higher 
posts, and the full organization will be for administrative ex- 
perience to decide. 

71. Grants-in-aid. — ^We agree with the view expressedf 
by the Indian Statutory Commission that the rigid system 
now in force, under Mffiieh it has been held that it is not per- 
missible to incur expenditure from central revenues on pro- 
vincial subjects, should be relaxed, and that it should be 
rendered constitutionally possible under suitable restrictions 
to assist provincial objects from central funds and vice versa. 
Any such grants-in-aid should be for some specific purpose, 
and the system should not be used for general relief of pro- 
vincial revenues. 

72. Local cesses on land. — ^We have .no comment to make 
on Sir Walter Layton’s recommendation! regarding the desir- 
ability of removing the limit upon surcharges or cesses on 
land revenue or rent. This is a matter which is within the 
competence of provincial legislatures. 
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THE CHIEF COMMISSIONERS’ PROVINCES. 

The North-West Frontier Province, 

73. The proposals of the Commission. — The Commission 
devote particular attention to the peculiarly difficult problem 
of the North-West Frontier Province. Their first volume 
contains an illuminating chapter on its main features. 1’he 
contrast bet-ween the government exercised in the five ad- 
ministered districts and in the tribal tracts beyond is authori- 
tatively described, and the chapter ends with a general dis- 
cussion of the nature of the constitutional problem. The main 
points which the Commission take are, first, that the tribal 
area must remain under the direct charge of the Grovern- 
nient of India ; second, that the administration of justice and 
the task of promoting and preserving order in the five districts 
is intimately connected with the control of the tribal tracts ; 
third, that if law and order in the five districts were to be 
dealt with in a provincial legislature, and entrusted to a minis- 
ter responsible to such legislature, the necessary co-operatioi) 
would be more difficult to secure ; and, fourth, that the 
question of law and order, which in other parts of India is 
a domestic and internal matter, in the North-West Frontier 
Province is closely related to the subjects of foreign 
policy, and of Imperial defence. On the other hand, 
while they comment sympathetically on the fears of 
the small Hindu community, the Commission hold that the 
denial of reforms to the five districts has given these an un- 
doubted grievance. They comment, however, on the absence 
of local experience of 'the elective principle and draw adverse 
conclusions from the results of the recent experiment in 
elections to the Peshawar municipality. 

The recommendations made by the Commission in their 
second volume reflect the tenour of the views they express in 
the first. They repeat their previous emphasis on the essen- 
tial need for unified control over the settled districts and over 
the tribal tracts, as the only means by which the security of 
the frontier can be effectively maintained. They accordingly 
suggest that there should be no change in the present arrange- 
ment, by which the Chief Commissioner combines in his 
person the dual responsibility of administering the five 
districts and acting as Agent for the Governor General in 
dealing with the tribal area. They propose to meet the politi- 
cal aspirations of the province by creating a local legislature 
containing indirectly elected representatives, with powers 
of taxation and of voting expenditure ; but executive 
responsibility should, as at present, rest with the Chief Com- 
missioner 
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74. The proposals of the Indian Central Conunittee. — The 

vecommendatioii made in the majority report of the Tridian 
Central Committee was that reforms should he introduced 
into the North-West Frontier Province on the lines of the 
JVlorley-Minto reforms ; and that after a constitution of that 
type had been in operation for ten years, the question should 
be further examined with a view to seeing what advance 
could then be made. 

75. The need for constitutional advance. — ^As we shall pre- 
sently indicate, we see strong reasons for giving the North- 
W est Frontier Province a form of government somewhat more 
liberal than proposed either by the Commission or by the 
Indian Central Committee. But the first point which we 
desire to emphasize is that the Commission themselves appre- 
ciate the now urgent need for constitutional advance in that 
province. The need is also recognized by the Indian Central 
Committee. This is an important variation from the position 
which obtained in 1919 when the authors of the Joint Peport 
recommended* that, for reasons of strategy, the province must 
1 ‘emain entirely in the hands of the Q-ovemment of India , a 
recommendation which has since continued to govern its 
constitutional status. And, though the problem of introduc- 
ing reforms has been much agitated for some years past, and 
was examined by the Committee over which Sir Denys Bray 
presided in 1922, no change in the administration has yet been 
made. The province was separated from the Punjab in 
1901, and still retains the form of government which it was 
then given. The last thirty years have seen great changes in 
the province, and this is a position which we think can no 
longer be maintained. The need for some advance is admit- 
ted ; the questions now at issue are its degree, and the form 
which the new constitution should take. 

The Commission seem to have been greatly influenced 
by their belief that local conditions prevent any resort to 
methods of direct election. For our part we are’ inclined to 
the view that the conclusions which the Commission drew 
from the first results of a single experiment in municipal 
elections may have been unduly pessimistic, and, if direct 
elections to the legislature be found practicable, we would 
consider it difficult, on general grounds, to refuse to the 
frontier province somewhat more generous treatment than 
the Commission recommend. The five districts of the North- 
W est Frontier Province are not behind the adjoining districts 
of the Rawalpindi and Multan divisions of the Punjab in 
point of intelligence and capacity. In these Punjab districts 
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the method of direct election to distinct boards and municipal 
committees was still unknown when the reforms of 1919 were 
introduced. Nevertheless, they have participated with 
success in the dyarchieal constitution of the province. The 
people of the North-West Frontier Province may well claim 
that the absence of direct representation for local purposes 
should no more obstruct the introduction of representative 
government in their province now than it did in the Punjab 
in 1919. Ill fact the Chief Commissioner has now decided 
to introduce direct representation for the eonsititutioa of local 
bodies. 

There are, however, other reasons of great practical 
moment for carrying’ reform beyond the point reached by the 
Commission. Their proposals concede a legislative councils 
but deny any popular share in the executive. In effect the 
Commission, equally with the Indian Central Committee, 
would leave the North-West Frontier Province, with some 
variation, very much at the stage which other provinces 
reached with the introduction of the Morley-Minto reforms 
in 1909. There would be in the executive no element of 
responsibility to the legislature. The Ujndertaking of His 
Majesty’s G-overnment set out in the announcement of the 
20th August 1917 would still remain unexpressed in the 
constitution of the North-West Frontier Province at a time 
when the other provinces are rapidly moving forward to 
responsible government. We fully recognize the particular 
conditions of the North-West Frontier Province so well 
described in the report, and do not overlook the weighty 
considerations which influenced the Commission in favour of 
a strictly cautious advance. At the same time the reaiitie.s 
of the situation, and we here have in mind the events of the 
past few months, make it a matter of the first impoi’tance 
that the scheme adopted should attract a reasonable measure 
of public support ; and, subject to the necessary safeguard, 
that it should not leave the way open for invidious com- 
parisons between the form of g'ovemment in the North-West 
Frontier Province and that introduced elsewhere. 

76. The choice between three courses. — These are the 
broader considerations which we have before us. The 
choice of a constitution for the North-West Frontier Province 
seems to lie between three systems : either a Morley-Minto 
constitution, or dyarchy, or a unitary scheme on lines 
approximate to the form of government in other provinces, 
but with provisions appropriate to the particular circum- 
stances of the province, ^e first represents roughly the choice 
made by the Commission and by the majority of the Indian 
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Central Committee. For the reasons which we have jn&t 
given, we consider that it would not satisfy the politteaL 
aspirations of the province, and would thus suffer from the^ 
fatal impediment that it would enlist no popular co-operation, 
^^rguments based on the Commission’s contention that the 
province’' “ forms iho inevitable terrain for military opera- 
tions ’ ’ seem to us to be susceptible of implications other than 
those which the Commission draw. A discontented frontier 
province would be a serious threat in the rear of any army 
operating in the defence of India. We would be reluctant 
therefore to adopt a form of constitution for the North-West 
Frontier Fro^dnce which would fall so far short of provincial 
expectations. Incidentally the suggestion of the Indian 
Central Committee to fix a ten years’ limit to the constitution 
which they propose seems to us more likely to aggravate than 
to assuage the objections to their scheme. From the first 
years of the new constitution agitation would be set on foot 
to replace an admittedly transitional system by something 
more acceptable. 

The second expedient of a dyarchic constitution on 
the lines of the existing constitution in the G-ovemors’ pro- 
vinces was suggested by two Muslim members of the Indian 
Central Committee, namely Sir Zulfiqar Ali l^an and Dr. 
A. Suhrawardy. So far as we are aware their suggestion 
has received no support in the province ; and, in_ the absence 
of such support, we agree with the Chief Co mmi ssioner that 
there would be very grave disadvantages in now giving the 
North-West Frontier Province a form of government which 
is being discarded elsewhere. The general arguments used 
by the Commission in criticism of dyarchy in the Governors’ 
provinces would apply with special force in the North-West 
Frontier Province, where irresponsible opposition to the 
reserved administration would be particularly dangerous. 

There remains the third possibility, namely, a unitary 
scheme approximating to the form of government in other 
provinces, but with adequate power secured to the head of the 
province suitable to the particular local circumstances. 
This is the form of constitution recommended by the Chief 
(’ommissioner and represents the choice between the three 
courses which we would ourselves make. The scheme which 
the Chief Commissioner proposes is set out in an annexure 
to his letter ; but the matter is of such great importance to 
the peace and contentment of the North-West Frontier Pro- 
vince that we make no apology for ourselves recapitulating 
the features of the Chief Commissioner’s scheme and review- 
ing the lines on which it might be expected to function. 
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77. The Chief Commissioner's scheme. — The scheme pre- 
pared by the Chief Commissioner contemplates a legislature 
to consist, as recommended by the Commission, of an elected 
and nominated element in about equal proportions. The 
precise suggestion is that the elective element should be given 
a majority of one. So far there is agreement with the Com- 
mission, but in place of the Commission’s schenie of indirect 
election, the intention is to substitute direct election ‘ ‘ if there 
is found to be any strong local feeling in favour of a body of 
elected members wholly chosen by direct election The 
Chief Commissioner does not exclude the possibility of com- 
bining direct with indirect methods of election, but, as he 
states, the problem would require to be worked out by a 
special franchise committee possibly local in its composition. 
The size of the council would be determined by the considera- 
tion of what would form convenient constituencies, but it is 
anticipated that it would comprise a total membership 
elected and nominated of some 30 or 40 members. 
The Hindu and Sikh minorities would be given weightage 
which might be double that to which they would be 
entitled on a population basis, and would be given a choice 
between various methods of representation including separate 
electorates, reservation of seats, or even nomination. The 
official element would be limited to six or eight nominated 
seats. 

The Commission rightly emphasize the need for vesting 
responsibility both for the five districts and for the tribal 
tracts in the same executive authority. The Chief Commis- 
sioner’s scheme recognizes this essential requirement. The 
head of the administration of the North-West Frontier 
Province, to be knovui under these proposals as the 
Lieutenant-Governor, would remain the Agent to the 
Governor General in Council for the tribal area. But for 
the administration of the five districts it is suggested that 
he should be assisted by two ministers, of whom one would 
be an official. 

This departure from the recommendations of the Com- 
mission involves other important consequences. Instead of 
remaining a centrally administered area under the direct 
control of the Governor General in Council, it is proposed 
to devolve authority on the provincial administration with 
a classification of subjects into central and provincial, follow- 
ing broadly the lines of the classification in other provinces. 
But there would be exceptions in the case of certain r-olgects 
peculiar to the North-West Frontier administration, which 
would be classified as central subjects and dealt with on tlio 
existing basis. The Chief Commissioner has enumerated some 
of these , for instance, the frontier constabulary and scouls. 
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frontier remissions and allowances, and strategic roads as 
illustrations of matters cMelly relating to the tribal areas 
and to the defence of India, and properly classed as central 
subjects for that reason. He also mentions the extra police 
and other forces necessitated by the geographical position of 
the province. We think it probable that on further examina- 
tion these should be classed as provincial. These, however, 
are matters of detail which need not here detain us. The 
broad point is that in making the dividing line between central 
and provincial subjects, regard would be had to the need 
for classifying as central certain subjects of all-India 
importance peculiar to the present administration of the 
North-West Frontier Province, which could not properly be 
entrusted to the provincial legislature. 

Simultaneously with the devolution of authority to the 
local administration, it would be necessary to give the pro- 
vince a financial settlement. The Chief Commissioner has 
explaine4 that it will be necessary first to reach a figure 
of what may be called its normal domestic expenditure. 
Steps have already been taken to enquire further into 
the classification which he has suggested of various classes of 
provincial expenditure, but these again are matters of detail 
with which we need not encumber this despatch. The out- 
standing result is that even after heads of expenditure which 
should be classified as central have been separated, the 
revenues locally raised are expected to fall far short of the 
expenditure needed for the administration of the subjects, 
which will be classified as provincial. To meet this deficit a 
subvention from central revenues would be required which, in 
agreement with the Commission, we consider would be justi- 
fied. The Chief Commissioner suggests, and we are disposed 
to accept his suggestion, that the subvention fixed on this 
basis should not be variable from year to year, but should be 
subject to quinqxiennial review by the Assembly. 

These are the broad outlines of the alternative scheme, 
which with due regard to local conditions the Chief Commis- 
sioner has put forward. In concluding his description of his 
proposals, which he describes as tentative only, he summarizes 
the main respects in which they depart from the recommenda- 
tions of the Commission, namely, in the devolution of autho- 
rity to the local Government ; the provision for a financial 
settlement ; the introduction of direct election to the 
legislature ; and the presence in the executive of two minis- 
ters, one official ajid one non-official. The scheme is put 
forward in the belief that wffiile securing to the Lieutenant- 
Governor adequate controlling authority, it will give the 
province a flexible constitution capable, with the growth of 
political experience, of development and expansion without 
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the necessity of subsequent violent changes or radical 
statutory amendment. 

78. Consideration by the Round Table Conference. — 

We have no doubt that full opportimity will be taken at the 
Bound Table Conference, in consultation with the British 
India deleg’ates, to weigh and to assess the rival merits 
of the three schemes which we have set out, or of any others 
which may be put forward for consideration. Much weight 
will attach to the proposal to which the Commission have 
lent their authoi'ity. We recognize the care and the ability 
with which they have considered this most difficult problem. 
VV^ e do not differ from them in their assessment of the factors 
which must be borne in mind, and of which we appreciate 
the bearing. But recent events have thrown fresh light on 
what has become a pressing political problem. We do 
not disguise the risks^ involved. They are set out frankly 
by the Chief Oommissionei’. But the risk of continued poli- 
tical dissatisfaction in the North-West Frontier Brovince 
is to our minds the greater menace. We look for a constitu- 
tion which shall be so framed as, on the one hand, to safe- 
guard the peace and security of the frontier, and, on the 
other hand, to recognize the local aspirations with which we 
fully sympathize for a form of government, containing a 
popular element, for the administration of purely provincial 
subjects. With this objective before us, while we appr*eciate 
the arguments on which the Commission base their proposals, 
we favour the more liberal scheme which the Chief Commis- 
sioner has prepared, and which he recommends. 

Baluchistan. 

79. The Chief Commissioner in Baludiistaji accepts the 
view expressed by the Commission that no present change is 
required in the administration of Baluchistan, wliere no desire 
for western institutipins has yet expressed itsejf. We also 
are of the same opinion. We agree with the Chief Commis- 
sioner in the importance which he attaches to the Commis- 
sion’s proposal for the representation of the province in the 
central legislature. We have borne this in mind in the 
suggestions which we have made below for the future com- 
position of the Indian legislature. 

Other Areas. 

80. The Delhi Province. — In our memorandum to the 
Commission on the subject of the Delhi province, we observed 
that it comprises the seat of the Imperial Government and 
those ai*eas alone which could not conveniently be severed trom 
it. Though the memorandum was descriptive only, we drew 
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upon the precedeiitR of other countries to emphasize our 
direct interest in the general and political condition of our 
own enclave. The Commission’s view that the form of 
government in Dellii cannot be usefully altered is entirelj 
in accord with our own opinion. In our own suggestions for 
the constitution of the Assembly we meet the point taken 
by the Chief Commissioner that there should be two seats, 
one for a Hindu and one for a Muslim representative of the 
Delhi province. 

81. Ajmer-Merwara. — Similarly, in agreement with the 
Commission and with the Chief Commissioner, we consider 
that at present no constitutional reform can suitably be 
introduced in A.imei'-Mei’wara. We agree with the Chief 
Commissioner that the representative of the province in 
the Assembly should as irow be elected, and should not, as 
suggested by the Commission, be nominated. It may not, 
however, be possible to meet the rdew of the Chief Commis- 
sioner that Ajmer-Merwara be given a separate seat not 
shared with any other province in the Council of State. But, 
as in the case of Coorg, we agree that the views expressed 
by the Chief Commissioner in this matter should not be over- 
looked when the precise composition of the Council of 8tate 
is being considered. 

82. Ooorg. — The Commission have expressed the opinion 
that there is iro ground for changing existing constitutional 
arrangements in Coorg. The Coorgs themselves appear 
from the Chief Commissioner’s letter to be divided in their 
views on the future status of the province. Some sections 
are reported to favour amalgamation with a larger unit ; 
others desire to retain the separate existence of the Coorg 
province. We agree with the Chief Commissioner that, 
until local opinion has crystallized, it would be premature 
and xmwise to take final decisions. We accordingly accept 
the recommendation of the Commission against any present 
change. 

We accept the Commission’s proposal to give Coorg 
one elected seat in the Federal Assembly. We fully appreciate 
the distinctive historical traditions of Coorg as recalled by 
the Chief Commissioner, but we see some difficulty in accept- 
ing his suggestion that this small province should also have 
one seat of its own in the Council of State instead of shai'ing 
a seat with Baluchistan and Ajmer-Merwara, as recommended 
by the Commission. The views expressed by the Chief Com- 
missioner on this point may however be further considered 
when the arrangements for the composition of the future 
Council of State are being made. 
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83. Machinery for constitutional conges. — Though we 
accept the Commission’s view that the time has not come for 
constitutional change in any of these four central areas, wtj 
recognize that their existing systems of administration may in 
course of time come to require modification. We should hope 
therefore that there would be machinerj'^ in the constitution to 
enable administrative and constitutional changes to be made 
at any time in the form of their government. 

BURMA. 


84. Separation recommended by the Commission. — In 

their reijort the Commission discuss* at some length the future 
of Burma. They describe the nature of its present asso- 
ciation with India, and express two main gTounds for their 
belief that the two cotxntries should now be separated. These 
two grounds, which they state as cardinal considerations, are, 
first, the strength of Burman sentiment in favour of separa- 
tion ; and, second, the constitutional difiiciilty of giving to 
Burma a satisfactory place in anj' centralized system de- 
signed to advance the realization of responsible government 
in British India. Their examination of these two matters 
leads the Commissionf “ to the definite conclusion that noth- 
ing but the most overwhelming considerations could justify 
the continued retention oJ' Burma within the Government of 
India ”. Having reached this view, they next proceed to 
consider the main objections which have been raised, military, 
financial and economic. 


The Commission do not contest the argument in the 
Moniagu-Chelmsford report that Burma must remain f “ part 
of the Indian polity ” for military reasons. They do not 
enter into questions of high strategj'^; but, after emphasizing 
the limit of Burma’s interest in the defence of the North- 
East Frontier of India, they take their main point that-^ “ they 
see no I’eason why it should not be possible to combine poli- 
tical separation with satisfactorv arrangements in the mili- 
tary sphere ”. Though they contemplate that the troops in 
a separated Burma would be under the control of the Gov- 
ernor in all ordinary internal matters, they seem to have had 
in view close military co-ordination under some land of 
unified control betAveen India and Burma for the general 
purposes of defence. 


The Commission accept Sir Walter Layton’s general con- 
clusion H that “ separation could fairly be effected in such a 
way as to do no financial injury to either country, and to leave 
Burma with adequate resources ”. 
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They restrict their consideration of the economic conse- 
quences to the effect of separation on Burma’s economic posi- 
tion and its economic relations with India, and suggest that 
mutual adjustments should he made by way of a trade conven- 
tion between the two countries to the advantage of both. 

1 he general view which the Commission reach from these 
conclusions is that there are no military, financial or economic 
objections of such weight as to amount* to “ overwhelming 
considerations ” sufficient to justify the retention of Burma 
under the Government of India. They accordingly make a 
definite recommendation that Burma should be at once sepa- 
rated from India, and they suggest that a declaration to that 
effect should be made as early as possible. 

85. The military problem. — ^In the short time at our dis- 
posal we have endeavoured to supplement the Commission’s 
investigations into the probable military, financial and eco- 
nomic consequences of separation by further departmental en- 
quiric^s on our own part. "We take first the military problem. 

We do not here concern ourselves with questions of the 
garrison required in a separated Burma ; nor with the sources 
from which it should be obtained ; nor again with such mat- 
ters as the nature and extent of such financial contribution, 
if any, as Burma might for one. reason or another be re- 
quired to make towards the defence of India. The broad 
issue which we place before ourselves is whether or not strate- 
gical considerations make it essential to maintain a single 
military organization under unified control for the de- 
fence both of India and of Burma. On this broad issue the 
technical advice which has been tendered to us by our col- 
league His Excellency the Oommander-in-Chief is that unified 
control is not essential. We are informed that there is no 
military reason why each country should not possess its 
own separate defence organization. This advice immensely 
simplifies the problem vdth which the Commission w’'ere faced. 
It does not mean that difficult and complicated issues may not 
arise in determining the appropriate arrangements for the 
defence of Burma. Nor does it exclude the possibility 
of some measure of mutual co-ordination in the arrangements 
made for the defence of the two countries. But the advice 
which we are given, and Avhich we are disposed to accept, 
goes far to remove the military problem as in itself an 
obstacle to the separation of Burma. Moreover, it is wholly 
in accord with the representation made by the Government of 
Burma themselves thatt “ separation should be complete, and 
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should extend to the military as well as to the political 
sphere 

86. Financial considerations. — Our examination of the 
financial consequences likely to arise from separation is neces- 
sarily incomplete, hut we enclose in the form of an appendix*^ 
a memorandum prepared in our Finance Department discuss- 
ing various aspects of this matter. The calculations made 
hy Sir Walter Layton in his note on the financial aspect 
of separation are examined and discussed, and the comilusion 
reached by the Department is that it would not he safe to 
accept at present the Commission’s finding that separatioji 
could fairly he effected in such a way as to do no financial 
injury to India. At the same time, according to the depart- 
mental view, separation could he brought about in such a way 
that the revenue loss to India would not be of sufficient mag- 
nitude to make it a factor of overriding importance in con- 
sidering the pros and cons of separation. The reactions of 
separation in the financial siphere will not he confined, to its 
direct effects on revenue and expenditure. In considering 
these reactions we wish to emphasize the great desirability, 
if separation is to he carried out, of adjusting the relations 
between the_ two countries in a spirit of reason and mutual 
accommodation, so as to avoid as far as possible the ill-effects 
which might arise from so gneat a change in long-established 
practice. This remark applies equally to the economic conse- 
quences referred to in the next paragraph. 

87. Economic consequences. — "W e turn now to the possible 
economic consequences of separation. Here we pass into a 
region where precise statements of the probable future posi- 
tion in the event of separation cannot be made. At present 
the two countries come under a single economic system. The 
Commission have examined the question primarily from th*' 
aspect of the reactions of separation on the economics of 
Burma. They comment on the divergence of interests 
between India and Burma and mentionf that “ Burma in- 
creasingly feels that its own practical interests sometimes con- 
flict Avith the policy which commends itself to the majority 
in the central legislature ”. We are aware that some sec^- 
tions of influential opinion in Burma take the view that econo- 
mically their country suffers by its union with India, and that 
this constitutes a factor in the local demand for separation. 
But eA-en if it were to be established that under existing 
arrangements Burma suffers some economic disadvantages 
not directly offset by compensatory economic benefits, this 
would not necessarily lead to a decision in favour of imme- 
diate separation. It would still be necessary to assess the 
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economic effect on India of a separated Burma. The most 
that we are able at present to say on this subject is that the 
economic effects may be considerable, but that, as suggested 
by the Commission, it should be possible to secure the legiti- 
mate interests of India by some such means as a trade cojj- 
vention on terms mutually advantageous to both countj-ies. 

88. Administrative aspects. — ^Into the more general as- 
pects of separation we have made similar departmental in- 
vestigation. No administrative objections have been brought 
to our notice of such moment as to affect a deci- 
sion on the broad question of policy whether Burma should 
remain a part of British India, or whether it should be separ- 
ated. If the political association of the two countries wore 
to be terminated, it might still be found desirable by mutual 
agreement to retain common services for certain purx)ostiS. 
For instance, local difficulties in organizing scientific depai’t- 
ments corresponding to the Geological Survey of India, the 
Survey of India or the Meteorological Department could be 
met by agreed arrangements on a basis of payments made for 
services rendered. Any necessary co-operation, for instance, 
in agricultural, medical or forest research, could no doubt be 
settled by negotiation. 

89. Separation accepted in principle. — The brief review 
which we have made of the military, financial, economic and 
administrative factors leads us generally to the same con- 
clusion as that reached by the Commission, namely that, 
however important may be the practical considerations which 
are raised by the proposal for separation, and we do not dis- 
guise from ourselves the fact that the conseqxieiices may be 
fur-reaching, they do not in themselves constitute any insur- 
mountable barrier. The separation of Burma can therefore 
be examined in the light of the broader considerations of 
policy adduced by the Commission. In their first volume the 
Commission* set themselves “ to bring home to the British 
Parliament and the British people in what the difference 
between Burma and the rest of India essentially consists”. 
The people of Burma are entirely different from the people 
of India. They come from a different stock and have a 
diffci'ent historx’-. The former rulers of India never 
ruled over Burma. The country in which the Burmese 
live is geographically distinct from India and is cut 
off from it by sea, mountain and jungle. These state- 
ments by the Commission of the differences between the 
two countries supply the fundamental argument in favour of 
separation, an argument which develops greater strength 
with each step forward that India takes on the road to self- 
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government. The Commission describe the difficulties of 
Burmese representation in the central legislature, and the 
disabilities from which the few Burman representatives m\ist 
necessarily suffer in a body preponderatingly Indian in its 
composition and its outlook. We accept their description and 
we recognize the difficulties. But the real argument for 
separation is that in the words of the Joint Report* “ Burma 
is not India ”. For that reason the growing volume of 
Burmese sentiment in favour of separation is now, difficult 
to resist. Since the publication of the Commission’s report 
the Burma legislative council has again expressed itself 
unequivocally in favour of separation, and in their letter the 
Grovernment of Burma accept-}- as “ unquestionably correct ” 
the estimate of Burmese opinion made by the Commission. $ 
We accordingly endorse the view expressed by the 
Commission that, so far as there is public opinion in 
Burma, it is strongly in favour of separation. Assuming, 
therefore, that an equitable financial settlement will be made 
between the two countries, and that their respective economic 
interests will be safeguarded by arrangements which we hope 
may be mutually advantageous, we support in principle the 
proposal that Burma should now be separated. At the same 
time we feel strongly that it is a matter regarding which 
Indian opinion should have ample opportunity to declare 
itself, and we would not ask His Majesty’s Government to 
come to any definite decision until there has first been full 
discussion of the whole question at the Bound Table Con- 
ference. We accept the view of the Commission that there 
is nothing to be gained by postponing separation to any later 
stage in the constitutional growth of British India. If 
separation be accepted in principle, the present re- 
vision of the whole constitution of government in British 
India supplies the appropriate occasion for making the 
change. 

90. An early declaration of policy. — The Commission 
suggest that an announcement should be promptly and pub- 
licly made that the policy of separation of Burma from British 
India has been approved, and that consideration will at once 
be given to the question of the new constitution of Burma, 
and to the adjustment of the many complicated and important 
matters which must arise during the period of transition. 

As we have just indicated, we do not contemplate that any 
public declaration should be made before the question of the 
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separation of Burma has been considered by the Round 
Table Conference. There may even be difficulties in making 
an ajinouncement before Parliamentary approval has been 
obtained. This, however, would be a' matter between His 
Majesty’s Govoinment and Parliament. The point with 
which we are concerned is to invite attention to the emphasis 
which the Government of Burma lay upon the need for ex- 
pedition, in order that a new constitution for Burma may 
come into being at the same time as the new constitution 
for British India. In view of the large issues involved, we 
have some doubt whether this will in fact be possible ; but, 
assuming that the general case for separation is established, 
we agree both with the Commission and with the local Gov- 
ernment that an early declaration of policy is desirable to 
enable enquiries to be set on foot wuthout avoidable delay, in 
order to effect the separation as nearly as may be simulta- 
neously with the introduction of the new constitution in 
India. 

91. The machinery for enquiry. — We have mentioned that 
large issues are involved, and we shall endeavour to giv^e 
a connected viev/ of the general nature of the enquiries 
which seem to us likely to be necessary before sepai’ation can 
be carried into effect. In such an event, there would be three 
classes of matters to be considered. In the first place a new 
constitution for the separated Burma would be required. 
Secondly it would be necessary to separate the finances of tlie 
two countries and to determine in other respects their mutual 
rights and obligations. And, lastly, there are all those 
arrangements which may require to be made by agreement 
between two separated countries, arrangements, for instance, 
relating to commercial and trading conditions. The most 
that we can attempt at this stage is to sketch in outline the 
machinery which may be necessary for the investigation of 
these several matters. 

92. A constitutional commission. — The Commission na- 
turally do not themselves undertake to elaborate a constitu- 
tion for Burma because, as they say, suggestions from 
authoritative quarters are not as yet forthcoming, and until 
the main question is settled, the consequent readjustments 
are hypothetical. But they indicate* that they do not con- 
template that ‘ ‘ the framing of a new constitution for Burma 
would be undertaken without full consultation on the subject 
with those having special knowledge of the working of the 
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present government, or until after further enquiry into local 
conditions and opinions 

We should not anticipate that there could be any ditference 
of opinion on the necessity for appointing some authoritative 
ad hoc body, whether commission or committee, to report upon 
a new constitution for Burma. Conflicting views may 
be held regarding the exact nature of this body. The 
Government of Burma set out two alternatives, either en- 
quiry by a Parliamentary commission appointed by Royal 
Warrant or enquiry by a committee in which Burmans 
would be included. For reasons given in their letter the 
local Government prefer the former method, but would make 
provision to associate a select committee of the Burma 
legislative council with the work of enquiry both in Burma 
and in England. We do not ourselves feel called upon at 
this stage to express an opinion on these alternatives. But 
there is a considerable Indian population resident in Burma; 
and Indian capital and labour play an important part in 
Burmese business. The Government of India could not there- 
fore disclaim all concern in the framing of a new constitution 
for Burma, and we would expect that in the process of enquiry 
Indian opinion would be given adequate opportunity to be 
heard on all matters touching Indian interests in Burma. 
These, however, are matters into which we need not now enter. 
Our immediate intention is to aflflrm the need which, in 
the event of separation being accepted, will at once arise 
for full and specific enquiry into the framing of a new con- 
stitution for Burma, a problem which has not yet been 
examined. 

While we limit ourselves to stating this broad proposition, 
there is one matter of particular importance relating to the 
terms of reference to be given to those entrusted with this 
responsible task, on which the local Government comment, 
and to which we invite attention. When the announcement 
of August 1917 was made, Burma was, as it now is, a part 
of British India. The progressive realizatioii of responsible 
government was promised to Burma equally with the rest of 
India. It is important that the pledge then given slioiild be 
re-af6rmed to a separated Burma. In some quarters doubts 
have been cast on the motives alleged to ujiderlie official 
support to the policy of separation. If for no other reason, 
a clear statement of the continuing policy of His Majesty's 
Government should, in the event of separation, be publicly 
made in order to sot such doubts at rest. We agree with the 
local Government that the point, which was not overlooked 
by the Commission,* can probably best be taken in the terms 
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of reference given to the commission or committee appointed 
for the purpose of the constitutional enquiry. We do not pro- 
pose to discuss the lines on which tliis enquiry should proceed, 
but the organization of the defence of Burma will be a matter 
in which, as near neighbours, we may be expected to possess 
a continuing interest. For that reason, as also because of the 
present association of the two countries, we assume that the 
body charged with the constitutional enquiry will obtain the 
views of the military authorities in India on this question. 

Lastly, before we pass on, we take this opportunity to 
state our agreement with the opinion* expressed by the Com- 
mission that, if separation takes place, the Governor General 
of India should cease to have any official responsibility towards 
Burma, and Burma should have a Governor of its own not 
subordinate to the Governor General. 

93. The financial settlement. — The general financial 
aspects of the separation of Burma were examined by Sir 
Walter Layton in an appendix! to the report. We have alroady 
menlioned his general conclusion, which the Commission 
accept, that separation could fairly be effected in such a way 
as to do no financial injury to either country, and to leave 
Burma with adequate resources, and we have invited atten- 
tion to the rather more cautious anticipation of the probable 
position made by our own Finaiice Department. The, Gov- 
ernment of Burma state that while they do not accept the 
assumptions made by Sir Walter Layton, they accept his 
general conclusion that there is no strong financial objection 
to separation. 

It is clear that the separation of the finances of the 
country will raise extremely difficult issues, requiring close 
expert analysis, in the decision of which it -will be essential 
to hold an even balance between what may be conflicting 
claims. We agree with the local Government that the, best 
method of approaching this difficult problem is to endeavour, 
by mutual co-operation between the Government of India and 
the Government of Burma, to draw up an agreed statement 
of the case for reference to an impartial tribunal. The sub- 
jects requiring settlement mil be of a technical nature, and 
wiU include, besides the normal questions of the adjustment 
of revenue and expenditure, such matters as the allocation 
of debt charges and the adjustment of currency arrangements. 
No constitutional commission could deal satisfactorily with 
these questions, for its functions would be entirely different, 
as also its probable methods of enquiry. In arriving at a 
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finanf.ifll settlement tlie main point to be considered is the need 
for satisfying pnblic opinion in both countries that each is 
being fairly treated. Indian public opinion would watch this 
aspect of the arrangements very jealously, more particularly 
the allocation of debt burdens. We believe that a comniitteo 
of the Privy Council would be the sort of tribunal most likely 
to satisfy Indian opinion. Their decisions could be given on 
evidence placed before them, assisted by expert witnesses, 
or possibly assessors, from India and from Burma. 

94. Trade agreements. — There remain the matters to be 
settled by agreement. Those which we have principally in 
view are connected with trade and commerce between the two 
countries. It might be argued that the consideration of these 
aspects of the problem could be left over until separation is 
eflfected, a financial settlement reached, and a new constitu- 
tion for Burma inaugurated. The contrary view might be 
taken by Indian critics, that Indian opinion would only agree 
to separation subject to satisfactory arrangements being 
made on such matters. We do not ourselves consider that 
this attitude could be sustained, but we recognize that the 
knowledge that India and Burma were agreed to work to- 
gether to their mutual advantage in regard to these questions 
wfciuld facilitate the discussion of the overriding issue of 
separation. We therefore agree with the local G-overnment 
that im the treatment of these questions, as in the collection 
of mat4i,rial on which to reach a ftnancial settlement, the ground 
should be prepared and endeavours made to establish without 
further idelay an agreed statement of facts to serve if possible 
as a btusis for future arranements, which the two Govern- 
ments, as they stand to-day, should agree to accept. 

95. Summary. — ^After accepting separation in principle, 
we have in these paragraphs attempted to indicate in very 
general terms some of the more important issues involved, 
and to suggest machinery for their treatment. Should the 
policy of separation be adopted, these matters will require a 
very.mtich closer examination in detail than it would be pro- 
fitable for us to give them at the present stage, while the 
acceptance of the policy itself is still hypothetical. 

THE CENTEAL EXECUTIVE. 

96. The conditions of the problem. — ^W e come now to the 
central Government and the main problem which it presents, 
namely, the nature of the central executive and its 
relations with the legislature. In considering the form of 
government at the centre it is necessary to remember that 
we are engaged in a process of transition from a system 
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of bureaucvatic admiiiistratioii towartls full responsible gov- 
ernment. The process may bo said to have commenced as 
soon as a legislature containing an elected non-official element 
\vas set up. It has been developed by successive 
increases in the elecfed element in tlie legislature and in the 
powers that the elected element en.ioys," and also by the 
inclusion of non-official Indians in the central executive. We 
have already exihained that in our view the time has not 
yet come for the final completion of this process, and that 
the present period of transition requires the continuance of an 
effective partnership between Britain and India. A 
partnership involves on both sides some measure of accom- 
modation and compromise, and there is alwa 3 's a danger that 
it maj" lead to division of opinion. Nevertheless it "is clear 
that on no other principle can we expect to devise at this stage 
a form of government at the centre Avhich will provide for 
the essential interests and responsibilities of Britain, and 
at the same time give scope to the reasonable demands and 
aspirations of India. 

97. The existing form of government. — It may be con- 
venient at the outset to recall the framework of the existing 
structin'o of government at the centre. The Governor General 
in Council is responsible in all matters to the Secretaiy?^ of 
State. The members of the executive Council are appointed 
by the Crown and three of them must be persons who 
have been for at least ten years in the service of the Crown 
in India. The legislature consists of two chambers, of which 
the first contains a substantial majority of elected membei's, 
though the nominated element consisting of 26 official mem- 
bers and 14 non-officials, is of sufficient size to play a vei y 
important part. The non-official Indian members of the 
Governor General’s Council have not been drawn from 
the existing legislature and do not depend for their 
position on its support. The Government endeavour to 
accommodate their policy so far as circumstances permit to 
the views of the majority of the legislature. But this does 
not obscure the fact that ultimatelj^ they are responsible to the 
Secretary of State, and that in the las,t resort there are 
special powers by which they can secure what they deem 
essential in the matter of legislation or supply in spite of 
the opposition of the legislature. 

98. The working of the existing system. — Unity in the 
executive. — ^In our view the main conditions of a strong Gov- 
ernment on the lines which have already been dravm 
irrevocably for India are, first, internal unity in the execu- 
tive, second, harmony between the executive and the legisla- 
ture and, third, a sufficient backing from public opinion. 
We propos,e to consider in the first place to what extent these 
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conditions are at present realized. The existing system pro- 
vides adequately for the iirst condition, namely, internal unity 
in the executive. All the members of the Grovernor General s 
Council are appointed by the Crown. An Indian member of 
Council may have made his name in political life, but on 
Q^ppointment to the Council he would be regarded as a tern- 
porai'y official, moi'e amenable perhaps to popular iiifiueiicos 
than an ordinary official, but standing apart from the legisla- 
ture, and for the time being lost to popular politics. Tho 
executive th\is retains its unity'. 

99. Relations between executive and legislature. — The 

second condition however, namely’-, harmony^ between executive 
and legislature is on this very account most difficult to reahze. 
There is no effective link between them, and it is important 
to see whether their mutual relations are such as to avoid 
embarrassing the G-overnment as a whole. The Commission 
would almost seem to suggest an affirmative answer. It is 
true, as they point out, that a large number of Government 
measures have been passed by the Legislative Assembly^ 
and that, though many of these are of subsidiary interest, 
some have been of great importance. It is necessary, 
however, to look below the surface. If the working of tbe 
system is analysed, it will be found that an appreciable 
amoimt of non-controversial business is got through by agree- 
ment ; that in matters important in themseh'es, but which do 
not seem to the executive to be in conflict with its vital 
xesponsibilities, the executive is prepared to let its decisions 
be largely guided by' the views of the legislature, and that in 
matters which raise issues affecting the essential respon.si- 
bilities of the executive, the latter is sometimes able with tho 
foundation of a nominated official and non-official element 
totalling 40 out of 145 members to secure sufficient support 
from other groups to get its own way by a bare majority and 
after acute controversy. But there ai'e occasions when the 
executive fails to carry' in the legislature measures which it 
regards as of the first importance, and there are other occa- 
sions when it feels that certain legislation, even if not of an 
essential character, ought to be undertaken, but knowing that 
there is no chance of carrying it, refrains from introducing 
it. Thus, although at first sigh-t it might appear that the 
executive is -usually able to carry its measures, the real situa- 
tion is that in any controversial issue the Government can 
seldom be certain of secr-iring the support of the majority of 
the Assembly. It is true that their executive powers are un- 
impaired, though they are subjected to inevitable and cease- 
less criticism. But the difficulty of ensuring a majority in 
the Assembly may freqiiently be a source of embarrassment 



91 


in projects of legislation or in obtaining supply. In these 
circumstances it is unlikely that what we have described as 
the tl]ird condition of a strong Grovernment should be realized, 
namely, a sufficient backing from public opinion. Indeed, as 
we indicate beloAv, controversies in the Assembly" definitely 
tend to injure the credit of the G-overnment in the country. 

100. Causes of lack of harmony. — ^^Et is no part of our case 
to impute the blame for these conditions either to the 
executive or to the legislature. It is merely a practical 
illustration of a familiar feature of representative govern- 
ment of this type, where an irremovable executive is con- 
fronted with a popular Assembly in which it can command 
only a minority of votes. Personal influence and a spirit of 
goodwill ma5" do something to mitigate the tendencies which 
make for disagreement between the executive and the legisla- 
ture. But the tendencies themselves are inherent in the 
system. On the one hand there is a legislature with a 
substantia] majority of elected members entrusted with wide 
powers but with no real responsibility. The legislature can 
and does in many matters influence profoundly the policy 
of the executive. But it can hardly feel that the policy^ is 
really its own. It cannot secure that those who determine 
policy should be in general sympathy with its views, nor can 
it be called upon to assume responsibility for the action which 
it recommends. In these circumstances it is natural that con- 
siderable elements in the legislature should develop primarily 
an attitude of destructive criticism and find themselves in 
constant conflict with the executive, partly on the merits of 
particular proposals, and partly as a protest against a position 
which they resent, and from which they can only^ hope to 
escape by undermining and weakening the authority of the 
executive. The executive on the other hand, while it retaius 
its normal powers of executive action, and is even able in 
emergencies to override the decisions of the legislature in 
matters of legislation and supply, nevertheless suffers from 
the loss of public credit and confidence which result from 
conflict mth the legislature. Public ox^inion counts every year 
for more and is expressed in an increasing degree in the 
legislature, where it finds a conspicuous platform for the 
purpose of extending its omi influence and denouncing the 
policy and action of Government. Conversely the criticism 
of the executive by the elected members in the Assembly, 
characterized as it not unnaturally is by the normal exaggera- 
tions of political controversy, receives wide publicity 
and support in the press throughout India, and so magnified 
has tended to generate feeling and friction. The Statutory 
Commission refer rightly to the danger of the authority of 
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Govermnent being undermined by continuous and unjustifiable 
attacks. Publicity is sug’gested as a corrective, but satisfac- 
tory publicity for a Government placed in tbOi position we 
have indicated above is difficult to secure. The only effective 
remedy is to enlist a greater degree of popular support. 

101. Outline of proposals of the Commission. — ^Having 
given a general picture of the existing constitution at the 
centre and the way in which it works, we have to_ consider 
against this background the proposals of the Commission for 
the future. The Commission suggest no change as regards 
the responsibility of the Governor General in Council to the 
Secretary of State, and they have been unable to propose 
anj’- definite restriction of the field in which the Secretary 
of State will exercise his powers. In all matters, with the 
exception of those covered by the fiscal convention, the prin- 
ciple of which, however, they do not approve and would not 
extend, the Commission contemplate that the Governor 
General in Council will remain subject to the orders of the 
Secretary of State. The Commission further insist* in 
very emphatic language on the unity of the Council. ‘ ‘ Unity 
in the ceritj-al executive must be preserved at all costs ”, 
They propose to continue the requirement that three of tho 
members of the Governor General’s Council should be persons 
who have been for at least ten years in the service of the 
Crown in India. They put forward, however, two important 
suggestions in connection with the appointment of members of 
the Council. In the first place they suggest that the members 
should be appointed by the Governor General instead of by 
the Crown, and in the second place they suggest that some of 
the members of the Council should be taken from among the 
members of the legislature. At the same time they propose 
changes in the composition of the legislature which might 
have far-i’eaching effects. They contemplate that the 
Assembly should b^e composed by indirect election from pro- 
vincial councils, that its numbers should be raised from 145 
to something between 250 aiid 280 and that the official element 
should be reduced from a total of 26 to 12, to which -would be 
added the members of the Governor General’s Council. We 
discuss the general question of the substitution of indirect 
election for the present direct method when we come to deal 
with the central legislature. But it is in point here to observe 
that there is little ground to anticipate that this change 
would produce a legislature of which it could be predicted 
that it would work harmoniously with the executive 
contemplated by the Commission. In any case it is evident 
that these proposals would completely change the balance of 
the legislature, and that the proportion which the official 
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elsment bears to the whole would be so small that it would 
be unable to exercise any appreciable influence. 

102. Implications and consequences of these proposals. — ^It 
is necessary to examine fully the implications of these pro- 
posals. Such an examination appears to indicate that in 
practice they can hardly produce the strong central G-ov- 
ernment which the Commission desire to see. Indeed they 
carry a stage further a process which we consider has al- 
ready reached the limits of safety. The policy pursued in 
the past in developing the constitution has been to make suc- 
cessive advances in the legislature, while maintaining more, 
conservative treatment in the executive. That may have been 
a wise course as a matter of political education, but in other 
respects it has had consequences not salutary. As we have 
pointed out above, it has tended to foster irresponsible cri- 
ticism in the Assembly, and placed the executive in a difflcult 
position, A stage has now been reached when the appropriate 
course appears to be to endeavour to bring the development in 
the legislature and the executive into closer co-ordination. 
We should therefore prefer to pursue a somewhat more 
cautious policy in regard to the legislature, and to consider 
whether it is not possible to contemplate some development of 
the Commission’s proposals for the executive in its relations 
on the one hand to the Secretary of State and on the other to 
the legislature, which would afford promise of more favour- 
able conditions than these proposals, as they have been gene- 
rally understood, would appear to contain. Under the pro- 
posals of the Commission we fear the executive would find 
itself constantly faced with the dilemma either of conflict with 
the legislature, under conditions in which it could never ex- 
pect a majority, or of subordination to the views of the legis- 
lature. The answer suggested by the Commission to this line 
of comment is that in fact Government policy will be pro- 
foundly affected by the action of the legislature, and that the 
executive will to an increasing degree be responsive to the 
will of the members of the Assembly. This doctrine of “ res- 
y3onsiveness ” is one to which we ourselves attach great 
importance, but it must be recognized on the one hand that it 
cannot be applied when the popular view is in opposition to 
the p< 3 li(‘y which Parliament considers it necessary to pur- 
sue, and on the other hand that when it is applied consistently 
it approaches very near to responsibility. Eesponsiveness to 
the legislature is difficult to combine with a strict adher- 
ence to the principle of responsibility to Parliament over the 
whole field. We shall deal with the matter more fully later. 
At this point we only wish to suggest that the difficulties in- 
herent in the situation would be greatly enhanced by consti- 
tuting the executive and the legislature on principles which 
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would widen the gap between them. We do not deny that 
there must in present conditions remain an appreciable 
degree of incompatibility, but our aim should be to i^educe 
that incompatibility so far as circumstances permit. If, as 
we hold, the Commission were right in taking the view that 
the present popular character of the legislature should not bo 
impaired, any adjustment must be sought in revision of the 
composition of the executive or of its responsibilities. In 
regard to the latter point we have already suggested that it 
may be possible for Parliament to restrict its interest to cer- 
tain definite purposes, a course which would have im- 
portant effects on the relations of the central executive and 
its legislature. In regard to the form of the executive it ma}’ 
be that, in order to obtain a greater degree of harmony with 
the legislature, we shall have to sacrifice something of its in- 
ternal uiiity. We do not fail to realize the great importance 
of effective unity and shall endeavour in any suggestions we 
make to promote its retention in the greatest degree possible. 
But we do not think that all other considerations can^ be sac- 
rificed to the attainment of this one object, or that internal 
unity in the executive without any degree of harmony between 
the executive and the legislature will yield a strong or even 
a tolerable Government, 

103. The possible methods of sharing power. — Exclusion 
of certain functions from the field of the central Govern- 
ment. — 'We have made it plain that in our view conditic»ns at 
the centre involve an inevitable duality or sharing of pow'^er 
between Parliament and the Indian legislature, and we now 
proceed to consider the various constitutional forms by which 
this essential fact might receive expression. The most ex- 
treme and rigid method wmuld be to exclude certain subjects 
from the ])urview of the Indian legislature, and to administer 
them in unqualified responsibility to the will of Parliament. 
As a moans of dealing with strictly limited problems for very 
special reasons it deserves consideration, and we shall discuss 
below the proposals made b^^ the Statutory Commission for 
excluding from the sphere of the Governor General in Council 
the administration of the arm^^, and the exercise of para- 
mountcy in regard to the Indian States. But the objections t(^ 
any considerable extension of this system are obvious. Con- 
stitutionally it may be distinguished from dyarchy in that in 
the inain sphere of g*overnment there would be no division. 
-But if the excluded sphere were appreciable there would 
really be tv:o Governments, and that is clearly not an arrange- 
ment which could be contemplated. Moreover, even if The 
excluded sphere is limited, such a plan involves a separation 
of the fnnciions of government to which there are substantial 
objections. 
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104. Exclusion of rights of paramountcy in relation to 
Indian States. — The specific proposal, however, made by the 
Commission that in future the Viceroy, and not as at present 
the Governor General in Council, should he the agent of the 
Paramount Power in its relations with the Princes, appears to 
us to rest on a sound basis and has our full support. We 
give in detail later the reasons on which this conclusion is 
based. It is sufficient at this point to state that we regard the 
exercise of paramountcy over the States as not one of the 
natural functions of the Government of British India, and 
we recommend accordingly that it should be vested in the 
Viceroy alone. 

105. Suggested exclusion of defence. — The Commission 
have ])ropos6d, for special reasons, that the problem of the 
defence of India should also be solved on the lines of exclu- 
sion. They suggest that a definite agreement might be 
reached between India and Great Britain, acting on behalf 
of the Empire, whereby the forces composing the existing 
army in India would no longer be under the control of the 
Govorjiment of India, but would be under an Impei'ial autho- 
rity, which would naturally be the Viceroy acting in concert 
with the Commauder-in-Chief. The Imperial authorities 
would undertake the obligations of Indian defence in return 
for the continued provision of definite facilities as to recruit- 
ment, areas, transport and other matters. It is suggested 
that there would be an equitable adjustment of the burden of 
finance, a contribution subject to rertsion at intervals being 
made from Indian revenues, while it is foreshadowed that the 
balance of the expenditure would be home by Great Britain. 
The central legislature would not vote the annual sum re- 
quired for the army, the appropriation of which would be 
authorized by certificate of the Governor General. It is sug- 
gested that a committee on army affairs should be constituted, 
on which the central legislature wo\dd have representatives, 
for the purpose of discussing and keeping in touch with 
military questions. The military administration would have 
to be secured in all necessary control over its own dispositions 
and arrangements, and would have the right to demand the co- 
operation which it now enjoys from the civil authorities. 
We examine elsewhere the more practical administrative 
aspect of these proposals. At this point we confine our- 
selves to a consideration of the scheme in regard to its con- 
stitutional implications. 

106. The constitutional aspects of this suggestion. — The 
Commission have been greatly impressed by two incontest- 
able facts. The first is that the defence of India involves 
interests in which the whole Empire is concerned. The 
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second is that, though we look forward to a futiire in wli^h 
India will assume Responsibility for her own defence, loi 
the present and for naany years to come the defence of 
India must rest on an army which includes a large British 
element. From these two facts the Commission draw the 
conclusion, which we fully accept, that Parliament cannot 
now or in any future which is witniii sight div^t itseit ot 
all responsibility for the army in India. The Commission 
view this conclusion as involving an obstacle in the way ot 
progress to full responsibility. We agree that the problem 
of defence is the most serious difficulty that stands in the 
way of India’s attainment of fully responsible self-govern- 
ment, and that it is likely to continue longest. But at the 
moment it is by no means the only difficulty, and we think it 
IS important not to suggest that its removal would at once 
clear the way to fully responsible government over the rest 
of the central field. It is evident that that is not the view 
of the Indian Statutory Commission. On the contrary, 
according to their plan, after the exclusion of the army fiom 
the sphere of the Q-overnment of India, that Coveriiment 
would still remain irresponsible to the legislature. It is 
doubtful therefore whether under this proposal of the Corn- 
mission there would be any immediate gain to India’s consti- 
tiitional progress, and we are somewhat apprehensive of a 
premature decision. Conditions do not remain static, and it 
seems to us not impossible that, by retaining the army for 
the present under the control of the G-overnment of India, a 
workable partnership in its administration may gradually 
be evolved by means of the natural processes that we hope 
to see set up by the new constitution. On the other hand we 
do not in any way ignore the advantages promised by the 
proposal, even if the full effects of these might not be imnae- 
diately felt, and we are of opinion that so far as concerns its 
constitutional aspect, much must depend on the attitude of 
Indian opinion. If that opinion expressed itself definitely 
in favour of the idea, we should certainly recommend that it 
should be further examined. 


107. A scheme contingent on exclusion of defence. — ^In this 
connection one of our number wishes to draw attention to a 
scheme which in his view would deserve careful consideration, 
if it were found possible in agreement with Indian opinion 
to place the administration of the army and the defence of 
India in the hands of the Gov’^ernor General. With this 
barrier to constitutional advance removed, he suggests that a 
form of central executive might be considered which would 
make feasible a considerable measure of responsible 
government. The scheme would recognize fully the 
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concern of Parliament for secnring certain purposes 
which we have described elsewhere, and the principle 
would be that after providing means whereby the duty 
resting on Parliament in respect of such matters might bo 
discharged, responsibility for the rest of the administration 
Avould pass to ministers answerable to the legislature. 
The feasibility of the scheme admittedly depends in the first 
place on an agreement by British and Indian opinion to 
remove the administration of the army from the province of 
the Government of India and place it in the hands of the 
Governor General. With the elimination of this responsi- 
bility and of the exercise of paramountcy over Indian States, 
which we have already recommended should be the function 
of the Viceroy and not of the Government of India, it is sug- 
gested that the way would be left open for the functioning of 
a UTiitary Cabinet, responsible to the legislature and adminis- 
tering all the remaining departments of Government, but 
subject to the overriding control of the Governor General in 
all those matters in which Parliament found it necessary to 
maintain its responsibility. Though the administration of all 
subjects, except the two which would be excluded from the 
functions of the central Government, would be conducted by 
ministers chosen from and responsible to the legislature, the 
ministers would in cases which affect the responsibility 
reserved to Parliament be subject to the exercise by the 
Governor General of extraordinary powers of direction and 
veto. Por the effective exercise of the powers reserved to 
the Governor General, it would be necessary that he should 
be suitably advised. It is suggested that one way in which 
this purpose could be served would be through the appoint- 
ment of two or, if found necessary, more advisers of suitable 
experience and standing, who would be charged with the 
special dut;y of pointing out when a course of action or 
aostention from action was calculated adversely to affect the 
interests which it was the duty of Parliament to safeguard. 
Such advice would bo tendered in the first instance to the 
minister concerned, and in the event of the minister's refusal 
to accept it, it would be for the Governor General to decide 
either forthwith, or after consultation with the Secretary of 
State, whether the occasion demanded the exercise of his 
special powers. With the secretaries in the various depart- 
ments would rest the duty of seeing that all important ques- 
tions, even remotely likely to impinge on the sphere in which 
Parliament maintained its responsibility, were submitted to 
the ministers through the advisers, who would thus be in con- 
stant iouch with the important day to day administratioji of 
departments. Finally, the Governor General would be armed 
with the powers requisite to enforce a decision both in the 
field of legislation and finance, and the ultimate power of 
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suspending the constitution would also be a necessary corol- 
lary. It Avould be specially necessary to provide for the 
responsibility of Parliament in the financial field. The re- 
payment of the public debt of India and the interest thercoji, 
the charges due from the Indian exchequer for the cost of 
Indian defence, the pay and pensions of officers appointed 
by the Secretary of State, would all need to be specifically 
provided for by making- them a first charge on Indian reve- 
nues, and the management of the currency would need to be 
entrusted to a reserve bank suitably constituted and placed 
on a statutory basis. The fulfilment of certain conditions, 
such as the establishment of a reserve bank of this character 
and the constitution of a statutory authority for the control 
of railways, would precede the inauguration of such a consti- 
tution. These preliminaries, which would be of a definite 
and specific character, need not however relegate its intro- 
duction to an indefinite or unreasonably distant date. 


It is recognized by our honourable colleague that it is 
possible to urge objections, not without force, to such a 
constitutional project, and to express doubts, not without 
justification, as to its operation in practice. The important 
question, however, in his opinion is whether on the one side 
the proposal^ to confine the limits of Parliamentary inter- 
ference within as narrow boundaries as possible, and the 
manner of its exercise, would find acceptance, and on the 
other whether certain inevitable limitations of authoritv 
would meet with acquiescence. The advantage claimed for 
the scheme is that it permits of a unitary G-overnment at the 
centre, of a healthy development of parliamentary life, pio- 
eeemre and conventions impossible under any dyarchic scheme 
ana that it goes a considei-able distance on the road to self- 
government without the sacrifice of essential interests anrl 
without embarking on a course which in case of necessity 
would not permit of reconsideration. Further constitutional 
elopment would need neither fresh legislation nor fresh 
from any authority. Griven good sense and goodwill 
the would be automatic and would take 

tbe non-exercise of the Governor General’s 
poivers of control, which would alone stand in the wav nf 
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examine the practical difficulties which under such a scheme 
might arise both in connection with the administration of 
linance and the maintenance of the tiltimate responsibilities 
for law and order throughout the country. At this stage 
we merely state the scheme. If, contrary to our expectation, 
Indian opinion were prepared to accept the suggested exclu- 
sion of the army from the functions of the central Govern- 
ment, it would be necessary to examine more closely these 
difficulties and the general implications of this method of 
approach to the problem. 

108. The solution of dyarchy. — The second possible-method 
of meeting our difficulties is to introduce into the central 
Government the system of dyarchy. It might appear strange 
if dyarchy were adopted at the centre at a time when it has 
fallen under popular condemnation in the provinces and is 
there being abandoned. Nevertheless, we must remember 
that in part at least its condemnation in the provinces was 
due to the fact that it was only a half-way house, and in the 
centre we are admittedly concerned to find some constitu- 
tional form which will permit of a sharing of power. Further, 
we have to take account of the fact that the Indian Central 
Committee have recommended the introduction of dyarchy 
in the centre. We must therefore examine fully the case for 
and against it. 

109. Examination of dyarchy. — ^Dyarchy is the strictly 
logical solution of a situation in which it is desired to base 
tlie authority of Government in different matters on two 
different sources. It can be claimed that it constitutes a 
frank recognition of the facts. There is no ambiguity as to 
where the responsibility for particular decisions lies, and no 
blurring of the edges. It is a system plain and precise. And 
because it eliminates ambiguity it enables each side of the 
Government to pursue its policy unembarrassed, in a politi- 
cal sense at least, by the decisions of the other. But, how- 
ever valuable dyarchy may have been in the provinces at the 
inception of the reforms, in practice it is obvious that a 
division of the Government into two halves charged ^ with 
responsibilitv to different authorities is at best an incon- 
venient plan' It is easier to divide a Government, on paper 
than it is in actual working, and when dyarchy was introduced 
in the provinces it had to be recognized that special devices 
were necessary to promote the co-operation of the two parts 
which had been formally divided. The Statutory Commission 
in their review of the working of the provincial constitutions 
are disposed to think that the object with which the system 
was established, namely, to make plain the responsibility of 
the two sides of the Government, was in fact very imperfectly 
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attained. *“ The intention of dyarchy ” ihey remark “ was, 
to establish within a certain definite range responsibility to 
an elected legislature. If this intention is not carried out, the 
justification for the constitutional bifurcation and for aU the 
complications which it brings in its train is difficult to find 
If, on the other hand, the responsibility on one side to Parlia- 
ment and on the other to the Indian legislature were con- 
stantly emphasized, the task of reconciling these two distiimt 
sources of power would be likely to prove increasingly diffi- 
cult. Ministers would be bound to concentrate on the res- 
ponsibility which they owed to the Indian legislature and 
disregard the embarrassment which their policy might be 
causing to the reserved side, for the successful working of 
which they had no responsibility. If for instance, in the 
central Q-overnment commerce were a transferred subject, 
and finance reserved, it might well happen that a popular 
policy in the Commerce Department in regard to tariffs 
might have the most serious effects on the general finances 
of the country. Nevertheless, if responsibility for the tariff 
policy had been formally made over to popular contiol, 
while responsibility for the general finances of the country 
was reserved in official hands, there would be little induce- 
ment for the popular ministers to moderate their commercial 
policy and serious friction would be likely to develop. Ex- 
perience seems to show that it is difficult to work in water- 
tight compartments. If the endeavour is made, the system 
will break down : if it is not made, the advantages of a 
formal dyarchy are not clear. It is no doubt argued that 
dyarchy, by relieving ministers of responsibility for un- 
popular decisions taken on the reserved side, enables them to 
continue in office where this would be difficult if they were 
members of a unitary Cabinet. We do not under-estimate the 
importance of this consideration, or the embarrassing posi- 
tion that popular members might occupy in a unitary Gov- 
ernment. On the other hand, the formal division of 
responsibility tends to confine the effective action of ministers 
to the transferred subjects, and deprives them of the oppor- 
tunity of dealing, except by way of criticism, with the diffi- 
cult problems of Government which arise in the reserved 
sphere, hloreover, it must weaken the; authority of the G-ov- 
ernment, when one part of the Government can openly dis- 
claim responsibility for the decisions taken by the other. 
We are not insensible to the fact that in existing conditions 
there must be an inherent difficulty in attaining complete 
unity wirhin the Government at the centre except at the cost 
of serious lack of harmony with the legislature. But unity 
should be the ideal, and it does not seem to us to wise course 


* Volume I, para. 232. 
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to ^empliasize the duality by adopting a system of formal 
dyarchy. We must look eventually to the emergence of a 
unitary responsible government, and we should hope that 
this might be sought through a process of development, 
whereby the exercise of existing powers will lead by a natural 
transition to the acquisition of fresh powers, and those fresh 
powers will be exercised by men who have already acquired 
some experience in handling them. Dyarchy on the other 
hand offers no possibility of an extension of the sphere 
of responsibility except by way of an abrupt transition. 

110. To what extent could power at present be trans- 
ferred. — The crucial question which must arise in the 
consideration of any proposal for dyarchy is where the divi- 
sion between the reserved and transferred spheres is to be 
made. The proposal of the Indian Central Committee is that 
only the subjects of defence and foreign and political rela- 
tions should be reserved. If it became possible to make such 
a division of power, it may be admitted that some of the 
difficulties we have indicated above in connection with 
dyarchy would be diminished. The Indian Central Com- 
mittee indeed contend that the subjects of defence and foreign 
relations are sufficiently distinct and separable from the 
other functions of the central Q-overnment as not to produce, 
if reserved, any of the complications which accompanied the 
working of dyarchy in the provinces. We are not prepared 
to go so far as this, but it may be conceded that defence and 
foreign relations could be separated from the other functions 
of the central Government, if not without inconvenience, at 
any rale without giving rise to some of the moi*e acute 
problems that would result from a reservation of other sub- 
jects such as finance and law and order. We are by no 
means disposed to under-estimate the advantages that would 
be secured from the adoption of any scheme on tlic lines 
indicated by the Indian Central Committee, or to press 
beyond a reasonable point the administrative objections to a 
formal division of power. If it were possible to adopt such 
a scheme, a Government would be established at the centre 
working in agreement with the legislature, and covering all 
the principal domestic activities of the country, apart from 
those which would be directed by responsible Governments in 
the provinces. There is a s,trong demand among those who 
are stirred by the rising feeling of nationalism that India 
should be allowed to manage her own affairs at the centre, 
as in the provinces, and, above all, that she should have a 
chance of devising and pursuing a national policy in 
matters of finance, commerce and industry, which might 
improve the general economic conditions^ of the country. 
In recent years there has been an increasing volume of 
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criticism directed to the poverty of India and her 
■ economic backwardness. For these features an alien Govern- 
ment is held responsible. There is a widespread belief 
that the economic disabilities of India could be removed by a 
national economic policy, and an equally widespread suspicion 
that the interests of India and Britain in this matter do not 
coincide, and that, as long as India’s econonuc policy is 
controlled by Britain, India^ will not have a fair chance of 
developing her resources and raising the general standard 
of life of her people. We cannot of courSiC admit that there is 
justification for this feeling. But there is no doubt that it 
exists, and that it is being used more and more to stir up dis- 
content against the present system of government. If it were 
feasible in the way outlined by the Indian Central Committee 
to establish the principle of responsible government at the 
centre, and to put it into practice on a large scale, particularly 
in the economic and financial spheres, it might be expected 
that Indian sentiment would be to a great extent satisfied, and 
Indian suspicions of the real intentions of Britain allayed. 
But all depends on the possibility of an immediate transfer 
to popular control of the central administration of finance, 
commerce, and law and order. 

111. The problem of transferring finance and commerce. — 
It must be frankly recognized that the control of finance is 
- fundamental, for finances has a bearing on all the activities of 
Government. It is sufficient here to state the position 
in very general terms for we deal fully with the subject in 
another place. The points which we have found it neces- 
sary there chiefly to emphasize are the magnitude of the 
interests hitherto safeguarded under the responsibility of 
the Secretarj- of State, and the serious effects which any 
transfer of this responsibility might have through its reac- 
tion on India’s credit. 

The financial administration affects the credit of the 
country, not merely in the limited sense of determining the 
conditions on which it can borrow money, but in the broader 
sense of the confidence felt in the administration by all those 
who do business or have property in India. A serious shock 
to India’s credit, leading as it undoubtedly would to large 
movements from the country of capital both Tn diari and 
European and to a restriction of new enterprise, might have 
i-esults so far-reaching as to endanger the entire economic 
fabric on which India of the present day depends. It would 
do nothing but disservice to Indian interests for the British 
Parliament to transfer its responsibility for Indian financial 
administration, until the foirndations for confidence in the 
policy of those who would control affairs under the new 
regime had been established. At present, in view of the 
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general attitude of Congress and the talk of repudiation of 
deht, such coiiiidence, however unjust this may be to India as 
a whole, is conspicuously lacking. 

It is not our purpose to argue that these considerations 
create permanent and insui’mountable obstacles to any trans- 
fer of financial responsibility, but the practical conclusion to 
which we feel impelled is that, before so fundamental a change 
can safely be undertaken, there must, on the one hand, be care- 
ful preparation including the fulfilment of certain conditions, 
which we define elsewhere, and on the other, Indian leaders 
must collaborate with the Government in the fulfilment of 
these conditions, and must on their own account take steps to 
create confidence in the policy which an Indian government 
might be expected to pursue. We do not wish to exaggerate 
the difficulties, but we feel that the greatest service which the 
present Government can render to India is to face them 
frankly, and to do its best to work together with Indians to 
overcome them. We deal more fully with this question in the 
section dealing with jfinanoe. 

In one important respect commerce is hardly separable 
from finance, for the customs head is the principal source of 
central revenues, and this fact must have its due place in 
shaping tariff policy. It must be recognized therefore that 
until finance is f,ransf erred the popular control of the tariff 
would be incomplete. But coimnerce has problems of its own 
quite apart from its connection with finance. It may be 
difficult to demse effective guarantees, which would secure 
British' firms and companies doing business in India against 
unfair discrimination, and to provide for the efficient commer- 
cial management of the railways, Avhioh the experience of 
other countries has shovm may be seriously endangered when 
the management is in the hands of those who must maintain 
harmonious relations with a popular Assembly. We do not 
regard either of these difficulties as insuperable, and in a 
later section of this despatch we shall consider them in greater 
detail. 

112. The problem of transferring law and order. — ^In re- 
gard to internal tranquillity, a critical change is being made 
in the provinces by transferring to popular control the admi- 
nistration of law and order. Until the results of this change 
have been observed, it does not seem to us possible for Parlia- 
ment to part with the power to maintain the ultimate guar- 
antees of stability. It is sometimes argued that if law and 
order is transferred in the provinces, there can be no reason 
for not following a similar course at the centre. But we have 
no doubt that the provincial Governments in accepting the 
proposal of a tranisfer _ of law and order in the pro- 
vinces are to a considerable extent relying on the 
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maintenance of existing conditions at the ^ntre. It is 
the central Government which is responsible for the 
ultimate conditions of internal security throughout the coun- 
try It determines the military forces required for this pur- 
pose and their disposition. It lays down principles for the 
administration of the Arms Act. On it rests the duty of keep- 
ing intact the general structure of the criminal law and pro- 
cedure, which 'forms the essential framework for the main- 
tenance of internal tranquillity. It must co-ordinate informa- 
tion and policy in regard to subversive movements of an 
all-India character, such as those which are continuously pur- 
sued by the terrorists and by the communists, or widespread 
owti-government activities such as the present campaign of 
civil disobedience. In carrying out these duties it has hitherto 
seldom been possible for the executive to rely on support 
from the bulk of popular opinion in the Assembly, and, until 
experience has been gained of the manner in which s im ilar 
proolems are handled locally by responsible provincial 
Governments, it is unlikely that Parliament will be willing to 
contemplate the transfer to popular control at the centre 
of the ultimate safeguards of security throughout the 
country. Our honourable colleague who has drawn atten- 
tion to the scheme described in paragraph 107 wishes, how- 
ever, to make it dear that in his view the safeguards suggest- 
ed in that scheme would be sufficient to justify the degree of 
responsibility, both in regard to finance and! to law and 
order, which is there proposed. 

113. A unitarjr government. — Proposals of the Commis- 
sion. — ^If there is force in the general conclusions stated 
above, it would seem necessiary to look to some solu- 
tion on the lines of a unitary Government such as is 
contemplated by the Indian Statutory Commission. But a 
decision, in favour of a unitary Government of this type 
does not get rid of the difficulty that there must be some 
sharing of power between two different legislative bodies, 
namely, Parliament and the Indian legislature. The Com- 
mission were, no doubt, not less consdous than ourselves of 
the_ importance of harmony between the executive and the 
legislature, and were anrious that whatever is possible should 
be done to establish satisfactory relations between these two 
elements. They hoped to achieve this object along three 
lines. In the first place they have proposed that the 
members of the Governor General’s Council should be 
appointed not as now bj the Crown but by the Governor Gen- 
oral. ^ This evidently introduces a considerable degree of 
dasticity into the formation of the Council. It is not only 
that the appointment of members in accordance with the 're- 
quirements of the local situation would be facilitated, but that 
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they wmld no longer have a fixed term of office of five years. 
Under the new system they woiild.in fact, subject to the direc- 
tion of the Secretary of State, hold office at the pleasure of 
the Governor General. The Governor General would retain 
his existing power to make lules for the transaction of busi- 
ness ill his Council and to distribute portfolios. We presume 
that the determination of the numbers of his Council would, 
subject again to the superintendence, direction and control of 
the Secretary of State, rest with him. The only formal 
restriction that would exist on his* selection of members of 
his Council would be that the existing rule would be main- 
tained, under which not less than three of the members of his 
Council must be persons who have been for at least ten years 
in the service of the Crown in India. We attach consider- 
able importance to the change suggested in the method of 
appointment of the Governor GeneraPs Council. It does not 
necessarily lead directly to responsible government, but his- 
torically the substitution of the Governor General for the 
Crown as the appointing authority has proved in the Domi- 
nions to be an important condition in the development of 
responsible government. In the second place, the Commis- 
sion have suggested that opportunity should be found to 
include in the executive Council one or more elected mem- 
bers of the Assembly or of the Council of State. It is clear 
that this proposal has potentialities of great significance, and 
these we shall proceed to examine. Finally, as we have al- 
ready mentioned, the Commission lay stress on the power 
which the elected representatives in the central legislature 
possess to influence the executive Government in all fields of 
administration and legislation. They express the belief that 
this influence "will steadily increase and that the executive 
will become more and more responsive to the will of the legis- 
lature. We have no doubt that the Commission have rightly 
foreseen one of the developments in the relations between 
the executive and the legislature -which must follow on their 
proposals. But we shall explain in what way we should anti- 
cipate that these relations are likely, and indeed certain, to 
develop. 

114. Inclusion of members drawn from the legislature. — 
We now proceed to examine the two features in the scheme of 
the Commission, wffiich seem to us to require further elabo- 
ration. We welcome, as we have said, the proposal that elect- 
ed momhers of the Assembly or of the Council of Stata vshould 
he included hi the Governor General’s Council. But the inclu- 
sion of individuals, however prominent in public life, -will not 
in itself secure the object at which we are aiming, namely, 
the promotion of harmony between the executive and the 
legislature. As -the Commission have pointed* out, there is 

I, p«rit, 235. 
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a natural tendency to regard even an eleotdd! minister under 
the system of dyarchy as in some degree tainted by his asso- 
ciation with Government. When it is a question of joining 
a Government which cannot technically be responsible, this 
tendency will be much stronger. Unless something is done 
to counteract it, we fear that the Governor General will be 
unable to obtain for his Council the authoritative Indians 
desired by the Commission, or that if he does obtain them 
they will soon lose their authority. This tendency would, 
we think, be accentuated by the suggested provision that on 
appointment to the executive Council they should cease to 
hold their seats by virtue of election. Our view therefore 
is that, if real value is to be derived from a proposal which 
contains the promise of hopeful developments, it is necessary 
not only that the members appointed.: from the legislature 
should retain their seats as elected members, but that it 
should be recog-nized that they -will remain in touch with, and 
responsive to, their political supporters. We develop in 
paragraph 116 below the conditions on which alone as we be- 
lieve they might look to retain political influence in the legis- 
lature, and so be able to assist Government not only by their 
personal contributions to the problems of administration, but 
by bringing to Government some prospect of support for 
the policy in the framing of which they will have been asso- 
ciated. 


115. The practice of responsiveness. — An examination 
of the working of “ responsiveness ”, on which the 
Coi^ssion lay so much stress, leads us by a different 
road to the same conclusion as that expressed at the end of 
the last paragraph. Even at present the executive endea- 
vours to be responsive to the legislature. The disadvantages 
ot the system, however, have made themselves very apparent 
in the experience of the last few years. We have^ shown 
above how the function of the Assembly is inevitably one of 

pr^^imnSf responsibility for a constructii^e 

made by the Government of 
in recent times, to escape from this diffi- 
tile party leaders on matters of policy 
efore tl^y themselves reach their conclusions. This system 
IS pirobably inevitable, given the existing conditions which 
would in this respect be reproduced undfr the proposS S 

?hlpart?ieYd2L^ proved satisfactory. 

1 nc party leaders have little inducement to have ir. <ir,r 

auTthl ALfmS* as reflecteSl^thfll^^^^^^^^ 

• VI haying no comprehensive responsibility for 

f-L likely either to take a critical and negative line levins- 

the Government still unreKeved of the resSSm^r^^^^^^^ 
mg a constructive solution for urgent probfer, or tf 
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proposals, the full consequences and reactions of -whick on 
other inter^ts or in other fields of administration have not 
been thought out. From the nature of things it is impossible 
that the party leaders should have the same sense of respon- 
sibility as members of the Government. If their advice is 
accepted and the results prove unfortunate, the disctredit 
falls not on the party leaders but on the Government. If on 
the other hand their advice is not accepted, the Government 
is accused of being unsympathetic and unresponsive to the 
popular view, and there is no improvement in the relations 
between the executive and the legfislature. Indeed if the 
advice of the party leaders is constantly rejected, these rela- 
tions arc likely to deteriorate. Such a state of affairs 
really makes neither for harmony between the Government and 
the Assembly, nor for strength and steadiness of purpose in 
the Government. We are convinced that if leaders of parties 
in the Assembly are to be taken into consultation, as they 
must be on any principle of responsiveness, it is better that 
they should be inside the Government rather than that they 
should advise in an irresponsible capacity from without. 

116. How a Government of this type might be expected to 
work. — The conclusion of these arguments seems to point to 
a Government which, while containing a definite official 
element, and not formally responsible to the Indian legisla- 
ture, would yet include an appreciable popular elernent con- 
sisting of elected members of the legislature, who might com- 
mand sufficient support in that body to afford in normal 
circumstances the promise of reasonable harmony between 
the executive and legislature. The proportion which the 
elected members should bear to the official members might no 
doubt receive consideration, if suggestions on these 
lines were discussed at the Round Table Conference. 
It mil naturally be asked how the elected mem- 
bers of the Government associated with an official element 
are to retain their following. The answer is that they must 
be able over the widest field that circumstances permit to 
frame policy in accordance with the views of their supporters. 
This in turn implies that Parliament will be willing to define 
with some 'precision the purposes for which it would wish to 
exercise its constitutional right of interference with the 
policy of the Government of India, and that so long as the 
policy pursued does not menace the objects which Parliament 
declares its intention to safeguard, the Government of India 
will be at liberty to manage the affairs of India in close asso- 
ciation wilb the Indian legislature. We shall in a later 
paragiapli of this despatch indicate what appear to us 
essential purposes which His Majesty’s. Government must 
safegimrd. On the assumption that the exercise of the duties 
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of paramountcy iii relation to the Indian States is transferred 
from the Governor General in Council to the Viceroy as re- 
presentative of the British Crown, these purposes may he 
briefly summarized as defence, foreign relations, internal 
security, financial obligations, financial stability, protection of 
minorities and of the rights of services recruited by the 
Secretary of State, and prevention of unfair discri- 
mination. The primary responsihihty for ensuring that 
these purposes of Parliament were not impaired would rest 
upon the Governor General, hut he would have, to assist him 
in this task, the three official members of his Goveinment, 
who would naturally hold the portfohos in which the questions 
of rnort' particular interest to Parliament were likel3’^ to arise. 
Their position in the Government would presumabl5>- ensure 
that the general administration of such _ subjects would 
be in harmony ^vith the views of Parliament, and that 
there would seldom be occasion for the Secretary of State 
to interfere by express direction or veto. But the official 
members would be part of a Government containing, if the 
system were working successfully, a considerable popular 
element in intimate relations with the legislature. In these 
circumstances it seems certain that the official members would 
not press their views beyond the real requirements of the 
situation, and that the popular view would receive the fullest 
consideration. In most cases we should anticipate that the 
Government would be able to reach united conclusions, which 
would not infringe the responsibilities which Parliament 
would look to the Governor General and the Secretary of 
State to discharge. When, however, there was an irreconcil- 
able difference of opinion betw’een the two elements in the 
Government, it would be for the Governor General in con- 
sultation, where necessary, with the Secretary of State to 
decide which view was to be supported. If he accepted the 
popular view, the official members would have the right to 
record the grounds of tbeir opinions and have them transmit- 
ted to the Secretary of State, and would thus know that they 
had_ discharged their responsibilities by referring their diffi- 
culties to the ultimate authority, whose purposes it was their 
duty to safeguard. It may be supposed, however, that in 
matters which raised such issues the Governor General would 
be reluctant to reject the views of his official members. In 
that case the elected members might either acquiesce, or they 
might, whether as the result of pressure from their supporters 
or of their own personal convictions, tender their resigna- 
tions. If the elected members resigned on any such issue, it 
IS possible that the Governor General would be unable to get 
other members with a political following to take their place. 
In such an event he would be thrown back on the expedient of 
replacing them either by nomofficials with no popular follow- 
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ing or unconnected with politics, or in the last resort by addi- 
tional officials. If this happened the progress towards the 
development of responsible government would be interrupt- 
ed, but there would be no question of suspending the consti- 
tution, and the Government would continue to function, though 
it would have to encounter the hostility of the legislature. 
The situation however would be no worse than if an unpopu- 
lar measure or policy had to be pushed through or under the 
system sketched bj' the Statutory' Commission. On the other 
hand, we are disposed to think that forces would be at work 
tending to restore the situation. We contemplate, as we have 
said, that the legislature would through the elected members 
have real power to pursue its own policy over a wide field. 
It seems unlikely that it would for a long period deprive itself 
of constructive power over policy merely in order to register 
its dissatisfaction at .some particular measure. The greater 
the power the legislature had acquired, the less would it be 
likely to persist in such a course. 

Tf7. Possibilities of deliberate obstruction. — ^We must 
make it plain that the above argument proceeds on the basis 
of a general desire to work the constitution. We have not 
overlooked the possibility that in the earlier years of any new 
constitution there may be a party whose object is to exploit 
all political difficulties with a view to wresting from His 
Majesty’s Government further pohtical advance. The exist- 
ence of such a party would undoubtedly increase the probabi- 
lities of the Governor General being de’prived of the support 
of the legislature in carrying on his Government, and being 
thrown back for a time on an almost completely official com- 
position. We should greatly deplore such a* contingency, 
but, if necessary, it would have to be faced. In the long run 
we beheve that the forces of reason and orderly progress 
would triumph over those of negation and obstruction. 

118. The scope of the popular element in such a Govern- 
ment. — Hitherto we have been considering whether the kind of 
Government we have sketched would be capable of main- 
taining the objects which Parliament would wish to safe- 
guard, and whether in so doing it would be likely to retain 
the popular element. We turn now to the wide scope of 
activities and responsibilities which would present itself to 
the elected members of the Government. In the first place 
they would within the Governor General’s Council be en- 
abled to press their views on all subjects, with knowledge 
of the strength which these views must derive from the sup- 
port of the legislature. In the second place there is a large 
sphere with which we should hope Parliament would not find 
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it necessary to concern itself. Througliont this sphere we 
contemplate that the Governor General -would be guided by 
the advice of those of his Council who represented the wishes 
of the legislature, and we would suggest that the Instrument 
of Instructions to the Governor General should contain a 
definite provision to this effect. A convention of this kind 
would offer a wide field for constructive work and for 
practice in the art of formulating and carrying through 
a popular policy, and thus the foundations of self-government 
at the centre would be laid. The official members of the Gov- 
ernment would express their views and give counsel on these 
matters, but it would he recognized that here their primary 
duty was to see that the purposes of Parliament were not in- 
fringed. 


119. Members not removable by the legislature. — ^Prom the 
point of view of maintaining the unitary character of the 
Government, we think it important that the members of 
Government chosen from the legislature should not be subject 
to direct votes of censure by the legislature or regax-ded by 
convention as liable to removal by that body, and that their 
salaries, like those of the official members, should not he sub- 
mitted to the vote. It might be that the elected members lost 
popular support through no action of their own, but as the 
result of measures taken by the Governor General in exercise 
of his responsibilities to Parliament. If that were so, 
nothing would be gained by attempting to select new members 
from the legislature, for the act of joining the Government 
would in such case deprive them similarly of popular support. 
If in these circumstances the existing elected members were 
prepared to remain in the Government, the Governor General 
would clearly not wish to change them. But one or more of 
the elected members rnight lose his following for reasons 
other than his association with a Govei-nment which in dis- 
charge of its responsibility to Parliament had felt obliged 
to take action bringing it into conflict with the Indian legis- 
lature. In that case the Governor General would naturally 
see whether he could find other members of the legislature, 
who would naore truly represent its views on those matters 
in which the framing of policy would primarily lie with it. 


120. Objections to a Government of this type. — ^We are 
conscious that it is easy to take objection to a' constitution 
dra-sra on the hnes which we have attempted to indicate It 
involves a form of dualism xvithin the Government, it will not 
work harmoniously without goodivill, it can be attacked on 
nf ^and on the ground that, owing to the strong influence 
members and the legislature, the responsibili- 
ties which the Government of India owe to Parliament will 
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not be fully discharged, it can be attacked on the other hand 
for its failure to offer clear cut responsibility on the popular 
.side. Most of these objections are inherent in any attempt 
to share power. For the success of any such attempt it is 
necessary to assume a measure of agreement. Without this 
no constitution will function satisfactorily. It may be that 
some other method than the one we have adumbrated can be 
devised. But let the main elements of the problem be 
remembered. The executive must own responsibility in 
certain matters to Parliament. The legislature must on aify 
supposition have a substantial popular majority. If a 
completely irresponsible executive is confronted by a pre- 
dommantly popular legislature, the result must be intoler- 
able friction. This is recognized by the Indian Statutory 
Commission, who have made certain proposals designed to 
reduce the probabilities of friction. We feel that those pro- 
posals point in the right direction, but that in order to pro- 
duce a workable system of Q-overnment they must be inter- 
preted and developed somewhat on the lines which we have 
sketched in the preceding paragraphs, and that it is essential 
to_ their working that Parliament should be willing to define 
with snfiicient clearness the purposes for which it might deem 
it necessary to intervene. There may be other possibilities 
more acceptable to Indian opinion, and we consider that any 
alternative proposals that may be put forward to safeguard 
the purposes of Parliament should receive full consideration. 
We have already explained what appear to us to be the 
serious difficulties of any statutory and rigid distribution of 
subjects of administration to distinct portions of the executive 
with different responsibilities. If, however, it would help 
the admittedly difficult position of the popular members 
under the unitary scheme we have outlined that the con- 
ventional di-idsion of responsibility within the Government 
should be formally recognized, we should be prepared to 
make this sacrifice of the forms of unity, provided we might 
expect to maintain such a degree of harmony and co-operation 
between the two elements in the Council as would secure to 
the popular element training and experience over the whole 
field of Government, and to the official element reasonable 
support in the legislature. 

121. Powers of the Governor General. — To complete our 
picture of the central executive it is necessary to consider speci- 
fically the powers which the Governor General will exercise 
and the position he will occupy. Et is evident that the powers 
of the Governor General in relation to the legislature must 
remain unimpaired. In regard to legislation he must retain 
his existing powers of previous sanction and assent, and of 
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the safety or tranqnillity of British India. He must also 
retain his power of securing the passage of essential legisla- 
tion by means of certification. We think, however, that the 
procedure of certification might well be made more simple 
and elastic. The G-ovemor General should also retain his 
emergency power to make ordinances. In regard to the pro- 
vision of money, the Governor General would keep his exist- 
ing power to authorize, in cases of emergency, such expen- 
diture as nught, in his opinion, be necessary for the safety 
or tranquillity of British India. The power of restoring de- 
mands which have been refused by the Legislative Assembly 
is placed by the existing Act in the hands not of the Governor 
General but of the Governor General in Council. We think 
that in the new constitution this power would more appro- 
priately be exercised by the Governor General. It will not 
be desirable to bring the Governor General in Council un- 
necessarily into conflict with the Assembly. The general 
principle of the suggested constitution is that the power to 
overrule the legislature should reside in the Governor 
General and we see no reason why this principle should in this 
one ease be abandoned. It seems to us wdser to place the 
responsibility for securing supply, as for the passage of legis- 
lation, directly on the Governor General. 

The relations of the Governor General with his Council 
will be iundamenlally changed by the provision that mem- 
bers should be appointed by the Governor General instead of 
by the Crown. The elaborate provisions contained in section 
41 of the Government of India Act for the Governor General 
overruling his Council will no longer be required. Techni- 
cally indeed the Council will cease to be the colleagues of the 
Governor General and will become his advisers, and it will 
have to be made plain by statutory provision, either direct 
or indirect, that if the Governor General sees sufficient cause 
he ^^^y uct otherwise than in accordance with the advice ot 
his Council.^ Wo have already explained in paragraph 116 
v.jhat w'o iinticipate would be the possibilities open to the offi- 
cial and to the popular members when action is taken not in 
accomance with their advice. The appointment and dismis- 
sal of member® of the Council by the Governor General will 
be subject to the superintendence, direction and control of 

expected that the Secrelarv 
of btato wnll not as a rule wish to be consulted in regard to 
tlio popular members. But we should antidpate that he would 
find It necessary in the discharge of his own responsibilities 
to require that the Governor General should not take action 
to -appoint or to remove any official member without his speci- 
fic concurrenc©; 
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122. Potentialities of development. — ^It must be expected 
that any sclieme of government at the centre will be judged 
by Indian opinion on the promise it affords of development 
iiito full responsibility. We think that the suggested form of 
Unitary government leaves the path open for such develop- 
ment on natural lines, and this is in our view perhaxrs its main 
attraction. No abrupt changes would be required. As Pai*- 
liamcait i-ecognized that the Indian legislature did not desire 
to pursue a I'joliey inconsistent with the fundamental purposes 
which Parliament wished to secure, the occasions for inter- 
ference would become less frequent. Simultaneously the 
neeessitj'" for retaining the official element in the Oouneil 
Would diminish. This element would mth the approval of 
Parliament gradually be reduced, leaving what would in 
effect be a Government progressively responsible. Develop- 
ment would come, by normal constitutional evolution, through 
the wise use by the Indian legislature of its opporJ, unities. 
Until such time as India is able to make her own provision 
for defence and internal security, we recognize with the Com- 
mission that special arrangements would he necessary for 
these subjects and for foreign policy. But over the rest 
of the field the process we have indicated might continue 
without iiiverruplion. This natural growth of the powers of 
the Indian legislature, through Parliainent permitting its own 
powers of control, retained for specified purposes, to fail 
into disuse, could he accelerated if the intervening period 
were nsed to fulfil certain conditions, hy which Parliament 
might be reasonably assured that its purposes were secured. 
As regards minorities. Parliament would no doubt require 
that adequate provision based on mutual agreement should 
be made for their rights and interests.^ In the spheres of 
finance, contimerce and railways, we indicate below the con- 
ditions on which progress seems to us to depend. Finally, 
when Parliament had been assured of the successful working 
in the provincial field of the transfer of law and order, it 
might be willing to see the central administration of this 
subject placed in popular hands. When matters of this sort 
had been satisfactorily adjusted, a wide and definite transfer 
of power might take place, for the completion of this task 
would furnish proof to Parliament of India’s ability to 
assume responsibility for those subjects, over which Great 
Britain would at present be likely to feel it necessary to retain 
a measure of control. In the meantime the preparatory work 
leading up to this transfer of power might be carried out, 
with perhaps a large measure of unanimity, by tlie kind of 
unilgry government containing a popular element which we 
have sought to portray. 
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reasonably harmonious relations between them. We accepted 
Sr^ew of the Commission that the present 
of the letnslature should not be impaired, and made eeitain 
^uggestiol which seemed to u^ to flow from that couelusion 
for the construction of the eential executive. - 

matter with which we must deal is the composition of the 
central legislature. There are however two preliminary 
noints which we wish to take. They are perhaps sufficiently 
obvious in themselves, but we think that it may be an 
advantage to state them. The first is again to emphasize 
the close inter-relation between the two questions ot the 
censtruction of the executive and the composition ot the 
leo'islature : the second, which indeed follows from the first, 
is to disclaim any intention of putting forward sugpstion.s 
Here and now to give the central legislature its final foim. 


124. The central legislature and public opinion.— The re- 
construction of the Indian legislature is perhaps the least 
vivid of the issues which have arisen in the recent political 
life of India. Under the present constitution the two 
chambers were constructed on principles which accorded ivell 
\Vrith the sentiment of the country, and it is possible that if 
India had not been formally confronted with the occasion 
for bringing finder review every feature of the constitution, 
comparatively little attention would have been directed hy 
practical necessities to this portion of the structure. So 
far as Indian constitutional thou^-ht^ has expressed itself, it 
does not stray far from the principles which the present 
legislature reflects. For the Assembly a number of the 
earlier schemes, and later the Nehru report, proposed a basis 
of adult suffrage, but it is perhaps a not unfair comment 
that these proposals W’ere either the results of study of 
systems developed in other countries, or were put forward 
as a device for surmounting communal difficulties. Though 
some provincial committees recommended a limited element 
elected by jirovincial legislatures the general trend of opinion 
has been ir favour of a directly elected, but enlarged, 
Assembly. The alterations proposed hy the Indian Central 
Committee are matters of detail rather than of principle ; 
nomination is used to remedy inequalities in representation, 
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to retain officials, and to introduce experts without the right 
to vote. 

As regards the npper house the prospect of a unicameral 
central legislature makes little appeal, ilie structure of the 
Council of State has attracted little attention. It is true 
that the Nehru report proposed to compose it through indirect 
election by the provincial councils after the method of 
proportional representation, but the general trend of pro- 
vincial opinion leaves the Council of State .much as it is now, 
and the Indian Central Committee would alter it only so fa.r 
as to increase its numbers. 

125- Indirect election proposed by the Commission. — e 
now have before us the recommendations of the Commis- 
sion for radical changes in the construction of both chambers 
and the substitution of indirect for direct methods of 
election. The views on these recommendations expressed by 
local Q-overnments show considerable divergencies, and 
opinions within each Government are often divided. The 
general impression, however, conveyed to us by the reports 
of the provincial Governments is that public opinion is not 
favourable to the changes which the Commission propose. 
So far as opinion has yet been made articulate, it appears^ 
among Hindus, to be hostile to indirect election ; and, among 
Muslims, to be divided according to calculations of its effect 
on the representation of the community which it would secure. 
We cannot regard as final any of the views yet expressed. 
If after full consideration Indian opinion w^ere to pronounce 
clearly in favour either of indirect or direct election, we 
would only on very strong grounds advise His Majesty Goy^ 
ernment in a contrary sense. Our own view is that on principle 
the arguments in favour of direct election as the ultimate 
jsystem for a Federal Assembly are the stronger, but we find 
definite practical advantages in the scheme of indirect 
election which the Commission put forw^ard. The task, there- 
fore, which we shall set ourselves in the paragraphs which 
follow, is to try to set out as fairly as we can some of the 
merits and demerits of the two systems of election, direct and 
indirect. But we defer our own final conclusions until the 
matter has been thoroughly discussed at the Round Table Con- 
ference and Indian opinion has expressed itself fuJly. 

It wull he convenient to deal first with the Assembly, and 
then with the Council of State. 

The Lower House. 

126. The federal principle. — The Commission have pro- 
I^osed that the Legislative Assembly should be reconstituted 
as a Federal Assembly* the members of which would 3iot 


^Volume II, para. 135. 
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be directly elected by constituencies of voters, but wonM be 
mainly chosen, in proportions which we shall have to indicate, 
by the provincial councils If the central G-overnment is 
to develop on federal lines, the Commission consider that* 
“ the adoption of a method which will represent the provinces 
as such at the centre is extremely desirable ”, and seems 
almost essential for the ultimate inclusion of the States. It 
may be that the representation of provinces by indirect 
election might facilitate at a later date the representation of 
the States in the Federal Assembly, but we would make two 
comments. The first is that it is far from certain that federa- 
tion for the whole of India ■wdll come about by the inclusion 
of the States in the Assembly. It may be that some new 
federal organ will be developed. The 'second is that even if 
the States did enter the Assembly, it does not appear to us to 
be necessarj' that the method of representation of the States 
and the provinces of British India must be uniform. We 
should therefore hesitate to put the federal argument of the 
Commission too high. 

127. The representation of provinces. — More substantial 
support for the principle of indirect election by provincial 
©ouneils is found in the general relationship which the Com- 
mission desire to establish between the centre and the pro- 
vinces. They remark that it is important that the provincial 
view should be brought to bear upon central administration, 
the more particular function which they have here in mind 
being the provision of revenue by the central Government 
for distribution to the provinces. So far as this function is 
to be exercised through the medium of the provincial fund 
proposed by the Comimssion, we may observe that decisions 
affecting this fund will be only occasionally before the 
Assembly, and it might be argued with some force that, in 
determining the composition of the Assembly, we should have 
regard to its suitability for dealing with the broad political 
isoues that will normally be before it, rather than with a 
function performed only at infrequent intervals. According 
to Sir Walter Layton’s scheme, however, the imprf)vement 
of the financial position of the provinces will depend very 
largely on the surrender to them of central sources of revenue 
Hud from this it would follow that they would have a direct 
mterest in the whole financial administration of the central 
Government. This is a consideration of great importance, 
and it would not be unnatural for the provincial Governments 
to seek some means of protecting their interests, and for this 
reason to support the substitution of indirect election by the 
provincial councils in place of direct election to the Assembly. 
At txie same time there is room for some misgiving whether 
so great a degree of provincialization would be d esirable in 

‘■yolume II, para. 138. 
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the lower house of the central legislature. The consequences 
on central administration might he serious, and might result 
’^in a policy unfavourable to the general interests of the 
counliy. 

128. The responsibility of the member. — ^Another argu- 
ment advanced by the Commission is that the method of 
indirect election may be expected to afford *“ a closer nexus 
between the member of the Federal Assembly and the provin- 
cial council The argument is based on the view which 
the Commission have taken of the general operation of tha 
directly representative system, and their conclusion is that 
as the members of the' Assembly cannot be subject to 
any real control by electors in territorial constituencies, they 
would feel greater responsibility to a provincial legislature. 
We shall revert in a later paragraph to the question of the 
size of constituencies under the direct method. Here we are 
concerned only with the relations which the Co mmi ssion desire 
to encourage between the Federal Assembly and the pro- 
vincial councils. Subject to the remarks which we have just 
made, we appreciate the advantages of establishing a link 
between the central land provincial legislatures. Indirect 
election by the provincial councils is probably the best method 
of securing that purpose ; but it would still seem open to 
question whether the provincial contingent at the centre 
would acknowledge any real responsibility to the provincial 
councils. It must be remembered that members of the 
Assembly will retain their seats even when provincial disso- 
lution has brought about the disappearance of the electors 
who returned them ; and if elected, as suggested by the 
(Commission, under the method of proportional representa- 
tion, the tendency of each representative would be to look 
only to the particular group or interest which elected him. 

In effect, so far as the Commission’s scheme of indirect 
election rests upon the requirement of provincial representa- 
tion at the centre and the need for a greater sense of respons- 
ibility on the part of the member, a dilemma is produced. 
Either the provincial contingents would be controlled by the 
provincial councils, and the central legislature be excessively 
provincialized ; or they would not be controlled by the pro- 
vincial councils, and the responsibility of members to those 
w'ho elected them might be even less than under the existing 
method of direct election from large general constituencies. 

129. Proportional representation. — The Commission claim 
that if use were made of proportional representation in 
selecting members for the Federal Assembly, it would be 
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possible to get rid of specific provision for separate communal 
representation. The Federal Assembly would no longer have 
to be- constituted by the present method of classifying consti- 
tuencies. At the outset the system would no doubt produce 
reflection of conamunal divisions. But in proportion as gene- 
ral considerations came to bulk more largely in the political 
judgment of the provinces, it would enable members to be 
returned to the Assembly on a more general view of their 
mei’its and political opinions. A result of that kind, invoiv-- 
ing an automatic decision of communal clainxs, would in our 
judgment be an attractive feature of any scheme, and we 
would hesitate to reject any plan which promised to get 
rid of precise communal proportions in the composition of 
the legislature. But just as in the absence of agreement 
between the tw'o major communities separate representation 
for Muslims in the provincial councils must continue, and an 
adequate number of seats must be guaranteed to them, so 
we think that the question of the abandonment or the reten- 
tion of direct representation at the centre ought to depend 
verj- largely upon the attitude which communities may adopt 
towards such a proposal. Subject to this, and apart from 
our oAvn vje-ws on the more general aspects of indirect elec- 
tion, we wish to make it clear that we do not undervalue its 
possibilities as a means of avoiding specific communal re- 
presentation at the centre. 

180. Personnel. — The Commission have not alluded to the 
possible effects of indirect election on the personnel of the 
Assembly. There is, however, a body of opinion which sug- 
gests that the choice of the provincial legislatures would be 
more judicious than that of popular electorates, and further 
that if election were to be indirect, persons of local position 
and experience, who are at pi’esent unwilling to face the 
trials of popular elections might be more ready to come for- 
ivard. We doubt whether the expectation is very securely 
founded. One result of employing the machinery “suggested 
by the Commission would very possibly be to induce political 
associations or parties to make special efforts to capture 
seats in the provincial councils, not on provincial issues, but 
in order to secure the return of members who could be rehed 
upon to vote for candidates of a particular type to the central 
legislature. 

131. The confusion of electoral issues. — ^Indeed, the role 
which under the Commission’s scheme political associations 
might 'play in central and provincial politics raises issues im- 
mediately relevant to the success of the new constitution. 
Under the method of indirect election, it will be the first com 
cern of anj^ party wishing to enter the Assembly to secure its 
own electors in the provincial legislatures. The whole 



119 


weight of all-India, political associations would, -therefore, be 
directed upon the local legislatures, where the novel experi- 
ment ill the use of the transferable vote will itself tend to 
throw the business of the elections into the hands of party 
managers. Again, the Commission . appear to assume 
that the judgment of the primary elector ^ will have 
regard mi provincial issues to the particular poli- 
cies of candidates and on central issues only to their gene- 
ral suitability as electors for the central legisla- 
ture. We doubt whether electoral campaigns would in prac- 
tice observe these limits, and we sliould expect that the 
simultaneous reference of central and provincial issues to 
the electorate will have a disturbing etfect. There is reason 
to fear that developments on these lines would introduce 
divergent issues into provincial politics, and invest them with 
an element of confusion and unreality. We regard this as 
a real danger in the plan of indirect election by provincial 
councils. 

132. Dissolution. — There is another undesirable feature of 
indirect election as a means of constituting the Assembly 
which seems to us to be of importance in regard to the posi- 
tion of the executive. The Commission describe the in- 
conveniences Nvhich may arise when a general election be- 
comes necessary on the expiry of the life-time of the 
Assembly. Means are devised by which in such circum- 
stances the minimum of disturbance of provincial legisla- 
tures may be caused. It is, we presume, on similar grofinds 
that the Commission have prol)oscd that the Assembly should ' 
have a fixed lifej and in fact there would bo difiiculties in 
combining a liability in the Assembly to dissolution with a 
similar liability in the provincial legislatures. We agree with 
the Commission that on the one hand general elections in pro- 
vinces cannot be entirely depeiident on the necessity to re- 
constitute the Assembly ; and, on the other, that the choice 
of members of the Assembly cannot be left to provincial legis- 
lators, who have not been in comparatively recent touch with 
the electors. The proposal of the Commission give this 
degree of security to provincial legislatures that at the worst 
there is a guarantee of two years life, and the date of com- 
pulsory dissolution is known. If, however, the Assembly itself 
were liable to dissolution, the tenure of all provincial legis- ' 
latures, wliich had still more than three Shears life before them, 
would be insecure. It appears therefore that on practical 
grounds an indirectly elected Assembly must be incapable of 
occasional dissolution, and we consider that this must defi- 
nitely be regarded as an objection in the scheme. It may be 
argued that the weapon of occasional dissolution could pro- 
bably not be effectively used in any circumstances which could 
be expected to prevail during the next few years but we*should 
be unwilling to deprive the G-overnor General of this power. 
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With an Assembly ebnstifcuted for a fixed period and not liable ' 
to earlier dissolution, oiie of the normal means of removing 
deadlocks would be sacrificed, while the legislature would be 
guaranteed for a known period against the effective interfer- 
ence of the electorate. We greatly doubt whether this could 
be regarded as a satisfactory arraingement, 

133. Review of indirect election. — ^We have endeavorxred 
in the preceding paragraphs to run rapidly over some of the 
salient points, arising out of tho Commission’s recommenda- 
tion to substitute indirect election by the provincial councils 
for the present system of direct election by territorial consti- 
tuencies. The subject is very complicated, and sorne of its 
aspects are highly technical. Theoretical and practical con- 
siderations are difficult to disentangle, and in estimates of 
the manner in which any particular electoral system may be 
expected to work, there is necessarily a large element of 
speculation. 

It has not been our object to indulge in merely des- 
tructive criticism. In no country has an electoral system yet 
been evolved, which is not open to objection. The choice is 
not between a perfect and an imperfect system, but rather 
depends upon the balancing of advantages on either side. 
We readily admit that indirect election possesses advantages 
from the point of view of the federal principle which direct 
election cannot give. As a general proposition and on tho 
considerations arising oht of Sir Walter Layton’s proposals 
for finance, we are disposed to welcome a closer connection 
between the central^ and the provincial legislatures. The 
chance offered of getting rid of specific communal represen- 
tation at the centre is not lightly tp be discarded. It is only 
wlien we set ourselves to examine 'the actual working of the 
indirect system, its probable effect on the, constitutional 
machine at the centre, and its possible consequences in the 
provinces, that doubts arise. Some of these we have already 
expressed. The confusion of electoral issues between the 
centre and the provinces, the dangers of excessive provin- 
oialization in the central legislature, and the election of the 
latter for a feed_ term, all seem to ns to contain the seeds of 
future complications. We are also impressed by the objec- 
tions toT an allocation of seats in the Assembly on a purely 
population basis. The^ alternative is an unequal allocation 
somewhat on existing lines, which proceeds from an artificial 
wei.orhtage of provinces. But any attempt to combine such a 
weightage with a natural representation of communities 
throughout India bv an automatic method is likely to en- 
counter great difficulties. 

Again, there are troublesome and perplexing details 
arising^ out of the use of proportional representation. 
Since eight legislatures will he empowered to create a single 



legislature, somewliat larger than any one of them, and 
containing under the Commission’s scheme approximately 
250 members, we would Anticipate two results. We would 
expect that the members of provincial legislatures, as 
electors, would be called upon to express a number of pre- 
ferences, which must normally exceed thirty and may run to 
considerably larger figures. We have been unable to discover 
Any sufficiently analogous precedent from which to judge 
how the system of proportional representation, when applied 
On this scale, i^y be expected to function. The second result 
of the system is that the mnaber of votes which would suffice 
to secure a candidate’s election by a provincial legislature 
would be on an average from province to province as small 
as eight. The use of restricted quotas for a system of elec- 
tion, which must be secret, causes us considerable anxiety, for 
we cannot but attach importance to fears already expressed 
that a wide door is thereby opened to the employment of im- 
proper methods. Moreover, as we have already said, there 
is reason to doubt whether quotas so small will in fact induce 
any real sense of responsibility in the successful candidate. 

On the sum of these considerations we would ourselves 
incline to the conclusion that a method whereby the Assembly 
would be wholly or mainly constituted by indirect election 
would not be suitable. The certain objections seem to us ta 
outweigh the possible advantages. 

134. A mixed system. — On the other hand, in view of the 
real advantages offered by the indirect method, we think that 
it deserves consideration whether these advantag'es could not 
hy some means be attained without involving the objections 
to which we have drawn attention. 

An Assembly comprising elements drawn from both direct 
and indirect election, securing on the one hand “ terri- 

■ torial ’ ’ representation through indirect election by provincial 
conn<jils, and, on the other, the representation of the “ all- 
India ” point of view and of special interests partly by direct 
election and partly by nomination, might secure advantages 
,and eliminate disadvantages on both sides. Such a method 
of constituting the Assembly would admittedly still be open 
,to the disadvantage that it would remove the possibility of 
making an effective appeal to the counti’y in the event of dis- 

■ agreement between the executive and the legislature ; and 
for this reason we are doubtful whether such a plan would be 
permanently suitable in the later stages of the development 

' of the constitution. But it is arguable that this objection need 
not be conclusive before complete responsible government at 
the centre is introduced. As a transitional arrangement 
• during the period, when the relations between the centre and 
' the provinces have to be adjusted and the stresses and strains 
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created by these relations taken np, there would be much to 
be said for having a central Assembly in wliich “ all-India ” 
views and “ provincial ” views could each be stated by their 
own respective representatives in debate. We think that a 
scheme of this nature might usefully be examined. We 
foresee difficulties, particularly in the matter of securing pro- 
per communal representation, but it is possible that these 
might be corrected by providing special communal constitu- 
encies among the quota reserved for direct election, this 
method perhaps being further reinfoi'ced by nomination in 
certain cases. We have not been able to Avork out in detail 
an electoral project on these lines, but we hope that the prac- 
ticability of such a scheme might be considered along with 
other alternatives at the Round Table Conference. 

135. Direct election.— We now turn to a brief considera- 
tion of the system of direct election. The most obvious and 
perhaps the most grave defect of direct representation is, as 
the Commission have observed,* “ the unwieldy and indeed 
extraordinary size of many of the existing constituencies ”, 
rendering in their view reality of representation impossible. 
The difficulties of polling even a limited electorate^ oyer an 
area so vast and of such varied physical characteristics are 
evident. In the past direct election has certainly not secured 
that intimacy between voter and candidate which it attains 
in small compact countries, and we may expect personal con- 
tact to become more difficult when the franchise is extended. 
Nevertheless there are other considerations, of which we con- 
sider that account should be taken before a definite break 
with direct territorial representation is made. Tlie real point 
at issue is whether the physical conditions of India in fact 
make direct election ineffectual. 

We believe the facts to be somewhat as follows. First, 
the central elector has exercised the franchise with increasing 
readiness and at least as freely as the elector to provincial 
councils, A great deal of the business of the central legisla- 
ture is as intimate to the elector, and is as fully within the 
scope of his understanding, as the business of the provincial 
councils. We need cite only such matters as the Sarda Act, 
the income-tax, the salt tax, the railway administration, and 
postal rates. Even more abstruse matters, such as the ex- 
change ratio and tariffs, interest large sections of the doc- 
torate. Second, the electoral methods natural to the social 
structure of India may be held to some extent to replace per- 
sonal cojitact between candidate and voter, a contact which 
adult suffaage and party organizations make increas- 
ingly difficult -in western countries. The. Indian elec- 


^Volunie II, para. 137. 




123 


toi'ate is held together by agrarian, commerciar, pro- 
fessional and caste relations. It is througli thesb' 
relations that a candidate approaches the elector, 
and in this way political opinion is the result partly 
of individual judgment, but to a greater extent than elsewhere* 
of group movements. These relations and groups provide hi 
India a means of indirect contact between voter and member, 
reducing the obstacles which physical conditions entail. More- 
over, we are impressed by the further considerathm that ten 
years ago Parliament of its own motion set up for the first 
lime a directly elected Assembly, representative of the wh<'>le 
of India. That Assembly, in part perhaps because it is 
directly elected, has appealed to the sentiment of India, and. 
sown the seeds, as yet only quickening, of real repres,enta.- 
tion. Accordingly, unless new considerations of greater im- 
portance have to be taken into account, we feel relxietant as 
yet to condemn an experiment undertaken so recently in a 
country awakening to political consciousness. 

136. Advantages and disadvantages. — On these general 
grounds wei would hesitate to hold that the orthodox method 
of representation hy dii’ect election is unsnitod to the condi- 
tions of India. It may he admitted that during these ten- 
years direct election has not achieved all the results which 
Parliament perhaps hoped, nor has it overcome all the ob- 
stacles wbieli the vast size of the country and the eompliciution 
of separate electorates impose. But in many ways its success 
has boon growing, and it has contributed to the strength of 
the Assembly as a focus of national allegiance. On the other 
hand it would not provide that expression of provincial views 
as such which may he judged desirable in the new conditions 
contemplated hy the Commission. In financial mutters, 
in particular, this defect may be serious. But, as against 
a plain alternative of -indirect election, we believe that the- 
balance of the argument is in favour of the naaintenance of 
direct election. 

137. Summary. — We^ have now examined briefly the- 
methods of direct and indirect election. For tlie circum- 
stances which exist to-day in India there is no parallel in 
constitutional history, and the question is admittedly verjr 
open. The opinion of provincial Governments is divided in- 
regard to it. 'Without forming any final conclusion, we- have 
i-xpressed a preference for direct election, but have suggested 
that it may be found possible to demse a eombinatioii' of the* 
direct and. indirect methods, which might go far to reconcile.- 
the different considerations which have force on oftlieT sid'ev 
One of the two preliminary points Avhich we took, when ap- 
proaching this question of the composition of the Endian 
legislature, was to disclaim any intention of suggesting its 
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TiItiiBate form. Those who support the Commission ’'s scheme 
can similarly maintain that its adoption to meet present con- 
ditions should not he taken as committing the country’’ for all 
time to the indirect method of election. It is not impossible 
that, viewed in the light of practical expediency, the Commis- 
sion’s proposals may attract considerable support. But, in 
any ease, we feel that the method of election is essentially a 
matter, on which the considered Judgment of Indian opinion 
should have great weight. We would ourselve.s be much 
infuenoed by the trend of discussions at the Round Table 
Conference upon it. 

138. Nomination. — ^We turn now to the broad questions 
of the composition and size of the Assembly. The first point 
for consideration is the extent to which a nominated element 
should be retained. We have already expressed the view that 
the difficulties inherent in the problem' at the centre would 
be greatly enhanced by constituting the executive and the 
legislature on principles which would widen the gap between 
them. If the proposals we make for a . partnership 
between Britain and India, in the government of India, are^ 
aceopted, it would seem to follow that there should be part- 
nership in the legislature as well as in the ■ executive. A 
wholly responsible executive would naturally obtain support 
in a v.ffiolly popular Assembly. But if at present the execu- 
tive must be, either by specific provision or by convention, 
of the composite character we have envisaged elsewhere, it 
can hardly count on obtaining adequate support for its ad- 
ministration as a whole, merely through the comiections of 
its political members with the legislature. Accordingly, we 
do not think that the time has yet come for the 
abolition of the nominated portion of the Assembly. We 
would retain _ nomination for the two purposes of 
curing iiiequahties or defects in representation by election, 
and of obtaining some additional support in the Assembly for 
an executive of the form which we contemplate. We. would 
in this way secure an element to repres,ent the unenfranchised 
and inarticulate, as well as spokesmen who would explain and 
defend the purposes for which Parhament must retain 
interest in the administration of India. We would not 
iucfciase the present number of members entering by the 
door of nomination, and we would allow the proposals, which 
wo proceed to make for the enlargement of the Assembly, to 
have effect in reducing the weight which the nominated 
element^ will in future have in debate and division. The 
proportion in which nominations might he divided hv ihe Gov- 
ernor General between ' officials and non-officials should we 
think he elastic. As harmonj’- between the new executive and 
the Assembly grows, as we hope it will, it should be possible 
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to make a diminishing nse of nomination for the inclusion of 
officials. But the necessity for maintaining strength in the 
central Government forbids too drastic a litnitalion 
of the Governor General’s power to secure some measure of 
assured parliamentary support. We hope that the necessity 
for the use of that power will finally disappear, but in pres,ent 
conditions we consider its retention a wise precaution. W© 
would therefore impose the present maximum on the nomina- 
tion of officials, but otherwise leave the discretion of the 
Governor General in his choice of official or non-official 
nominees unrestricted. 

139. The size of the Assembly and its life-time.— The 

total immher of the members of the present Assembly is 145. 
We consider reasonable the general desire for some enlarge- 
ment, but practical considerations must, we think, control the 
increase in membership. There are limits to the number of 
officials who can sit in the Assembly, and limits also to the 
extent to which nomination can be used without embarrassing 
results. While we agree to some reduction in the existing* 
pro])ortion of nominated to elected members, it is essenti-ul 
that the relative strength of the former should be sufficient to 
enable tJiem to discharge the functions which wo have 
described in the preceding paragraph. Our general aim 
therefore would be a house somewhat larger than at present, 
and we should contemplate a maximum strengdr of 200 
members. We should expect detailed and local examination 
to show tliat constituencies, which arrange the present electo- 
rate in suitable groups, and maintain the existing provincial 
proportions, 5ieed not number more than about 150, and that 
a maximum strength of 200 members would be apjjropriate 
for a house including also representatives of special interests^ 
and a nominated element. 

We accept the proposal of the Commission and of the 
Indian Central Committee that the life of the Assembly should 
be five years. 

140. The franchise. — The problem of the franchise for a 
directly elected Assembly has naturally not presented itself 
to the Commis,sion, and in consequence has not elicited any 
expressions of opinion from the provincial Governments. It 
was not mentioned by the Indian Central Committee. If 
direct election is retained, we would be disposed to favour 
some extension of the franchise, in view of the smallness of 
the present electorate and its general character. Any reduc- 
tion in the proportion of the _ nominated element in the 
Assembly, official and non-official, which at present alone re- 
presents the unenfranchised and inarticulate, makes an ex- 
tension of the franchise more desirable, and we think that the 
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franchise qualification should be investigated by the Pran- 
chiso Committee, with instructions to make suggestions for 
a reasonable extension. 

141. Goustitueiicies. — We do not desire to cover again the 
ground of communal representation and the forms which it 
might take, so fully explored by the Conmiission.* VVe are 
in accord with their general conclusions and, in the 
absence of agreement at the centre, would feel bound, 
in a directly elected Assembly, to retain communal representa- 
tion, derived from separate electorates, approximately in 
its present proportions. The territorial constituencies 
would then be ditferentiated as non-Muslim, Muslim, Sikh 
and European. We would keep the existing distribution by 
provinces, unles,s on further examination some modification 
seemed necessary and feasible, but we would aim at carrying 
into effect the proposals of the Commission for the elected 
representation in the Assembly of the centrally administered 
areas. The special interests to be represented by election 
might continue to be those of landholders and Indian com- 
merce. We think it important that European commerce 
should be directly represented in the Assembly. 

142. Illustrative statement. — ^While we have left open 
the question whether the Assembly should be constituted by 
direct or indirect election, we think it may be an advantage 
if we show in detail the composition we would suggest for a 
directly elected Assembly. The Assembly would have a 
total maximum strength of 200 members, including 150 mem- 
bers returned by territorial constituencies. The 50 remain- 
ing seats would be filled by the return of 12 members by 
direct election to represent the interests of landholders and 
Indian comiaerce, and by the nomination of 38 monibers. 
The forjner category would include, as at present, 7 repre- 
seutatives of landholders and 5 representatives of Indian 
commerce. The nominated category would contain a limited 
number of officials within a maxim um of the present figure 
of 26, and would provide for the representation infer alios of 
the depressed classes and labour, until conditions permit the 
use of direct election by these interests. 

The statement which we append does not comprise all 
the 200 seats. It has been prepared in illustration of a 
possible distribution by provinces and communities of the 
150 seats, which would be filled by election from the general 
territorial constituencies, and to show a comparison vith the 
existing arrangement. 
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The Upper House. 


143. The need for a strong second chamber.-^' ‘ The Coun- 
cil of State ”, the Commission remark,* “ represents the 
more conservative elements in the country and, in particular, 
sections of society which have most to lose by hasty and ill- 
considered legislation We believe that danger of such 
legislation will long continue and that a second chamber 
will always be required as an element in the Indian 
legislature. There are, however, reasons why at the jjresont 
stage the Council of State should be composed with particular 
care. It is not proposed to have a form of purely popular 
government at the centre, and a unitary executive, however 
amenable to the influence of the Assembly, cannot be directly 
responsible to it. In these circumstances, we cannot expect 
that harmony between the executive and the lower house will 
always prevail, and the merits of administrative policy 
may not invariably receive that consideration which the 
executive would desire. It is of importance, therefore, that 
there should be a second chamber, so constituted as to be 
able to give to the executive reasonable and discriminating 
support. Again, the Governor General will continue to be 
charged with the duty of securing those purposes which 
will be the concern of Parliament, and it is desirable that, 
as far as possible, these poAvers should not be brought into 
play in opposition to the wishes of the Assembly, until the 
decisions of that body have been reviewed by the calmer 
judgment of the Council of State. 


144. Numbers and qualifications of members. — The Coun- 
cil of State has in the past exercised to the great benefit of 
the country the functions which we have just described, and 
*W6 tliink tliat it sliould remain much as it is at present. W^e 
concur in the conclusions of the Commission that the 
proportion between elected and non- 
eleeted should he left unchanged, and that the qualifications 

upper house should continue to be hi^h. 
The present qualifications for membership are the same as for 

Commission that they 
i^ght in future be perhaps less Avide than at present. An 
enquiry into suitable qualifications might well be undertaken 
on the lines suggested by the Commission. ™ertaxen 


_ 145. The electoral method. — The present method of return 

ing members of the Council of State by direct election hTs 
been successful in composing the upper house on suitnblo 
W. 0^, preference would b e fgr mSintog tS p“. 
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sent system, but we recognize that, if the Assembly were to 
continue to be constituted on the basis of direct election, there 
might be some advantage in taking occasion through the 
Council of State of familiarizing meii’s^ minds with, the 
federal idea and the system of indirect election proposed 
by the Commission. We would, however, make our accept- 
ance of change in the existing method of election conditional 
upon two objects being attained. We should wish to be 
satisfied that the change involved no prejudice to the rights 
of minorities. Our second proviso would be that the 
change commended itself to public opinion. Subject to 
these two considerations, we should be prepared to accept 
the proposals of the Statutory Commission. 

140. Nomination. — There are two arguments, which 
weigh with us in retaining the existing proportions of elected 
and nominated members. First, we hesitate to rely altogether 
on the qualifications, which will be prescribed for candidates, 
to secure an element which has proved valuable in the past 
and is indispensable in a senatorial body. In paragraph 8 of 
our Reforms Office despatch No. 3, dated the 6th May 1920, 
Lord Chelmsford’s Government made the following observa- 
tion : The functions of such a chamber, as we conceive 

them, are those of a revising body, capable of exercising in 
relation to the popular chamber a restraining though not 
an overriding influence, and its composition is a corollary 
of its functions. The members of such a body must be 
persons possessing what has been called the senatorial 
character ; they must, that is to say, be men who will bring 
to bear, on problems of State, the q^ualities of knowledge, 
experience of the world, and the sobriety of judgment which 
comes thereby. No form of indirect election could satisfy 
these requiremants. At its best, this method would produce 
a body which merely reflected the views of popular elec- 
torates ; at its worst, one which consisted of the delegates 
of small electoral cliques ; but in no circumstances could 
it yield a true senate.” We do not now press these views 
so far as to reject indirect election altogether. They are 
however still a justification for retaining adequate scope to 
maintain by nomination the senatorial character of the 
chamber. Second, we consider it desirable that for some 
time longer the central Government should be able to count 
on support from the upper chamber. For that reason it is 
essential that the Council of State should remain a body 
of conservative disposition. We would, therefore, retain 
the power possessed by the Governor General to make 
nominations both of officials and of non-officials, observing 
that the Governor General is at present under no obligation 
to nominate the maximum number of oflficials and indeed in 
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practice nominates a smaller number. We -would hope that 
this discretion to reduce the nominations of oflScials might, in 
the future, be more freely exercised than at present and it 
might well be that if the method of indirect election were 
adopted, more frequent resort to nomination of non-officials 
might be necessary, in order to represent interests or com- 
munities which fail to secure representation through pro- 
vincial legislatures. 

147. Life-time. — Whether the Council of State is elected 
directly or indirectly we agree -with the view of the Statutory 
Conmnssion that its life should be seven years. 

BEPENCE. 

Administrative problems. 

148. Comieotion of civil departments -with the administra- 
tion of defence. — ^Having described the general administra- 
tive and legislative dispositions at the centre, which appear 
to us to accord best with present conditions, we desire to 
consider in greater detail how these dispositions will affect 
some of the more inaportant of the departments of Govern- 
ment. The^ Commission have fully recognized the importance 
of the subject of defence, which indeed constitutes one of 
the most difficult of all the problems at the centre. In 
putting forward their scheme, they have been largely 
actuated, as they point out, by the desire to remove what might 
other^vise Icrm a continuing harrier to constitutional progvess. 
Any proposals designed to produce this result merit the most 
earefiil and sympathetic consideration. We have already 
discussed the proposals for the exclusion of defence in so 
far as they affect the structure of the central executive ; 
and we have examined in that connection the suggestion, 
that the removal of the control of the army from the 
Govei'Jiment of India would clear the way for constilutional 
advance. We will now endeavour to consider how the pro- 
posal would affect the army administration itself. We have 
been impressed by the accuracy and insight with which the 
Commission have analysed the problem, and by the in- 
genuity of the solution which they . propound. The essence 
of their proposal, as we understand it, is a mutual agreement 
between Great Britain and India that for the time being the 
defence of India should be regarded as an Imperial con- 
cern carried on in co-operation with, but outside, the cMl 
admiiust ration of the country. By a similar agreement a 
fixed total sum would he made available from Indian revenues 
for defence e^en^ture, subject to re-vision at suitable iu- 
^rvals. The idea has undoubtedly many attractive features. 
We have however, to ask ourselves two questions, first, 
whether, in the endeavoytr to avoid, a constitutional difficulty 
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of a specfal character, India may not fall into a greater 
danger by attempting to detach an important function of 
(Joveriiment from its true place in the organic whole : and, 
second whether the control of defence can as a matter of 
fact be isolated in the manner proposed. It has to be remem- 
bered (and experience in all countries during the Great War 
has brought home this lesson very forcibly) that 
the administration of defence cannot be made the 
brisiness of one department of Government alone. 
The snccGssfnl conduct of war does not depend solely on the 
strength of the armed forces available, the manner in which 
they are raised and controlled, and their general state 
of preparedness, hut upon the combined efforts of the Gov- 
enuneut and the country as a whole. A modern war may, 
and generally does, involve all the resources of the nation, 
111 considering the wider aspects of the defence problem, the 
defence administration of the State cannot he dissociated 
from other branches of the administration, such as flnance, 
maintenance of order and the quelling of civil disturbances, 
posts and telegraphs, railways, trade, shipping and transport, 
labour, health, and even education. The efficiency of the 
fighting services depends to a large ■ extent on the general 
efficiency of the nation in these departments, and on the 
degree to which the national resources have been co-ordi- 
nated in peace, and can be harnessed in war. The respon- 
sibility of Government for defence is thus a joint responsi- 
bility. The Commission evidently had these facts in mind, 
for they have laid special emphasis on the necessity for 
continuing unimpaired the help and assistance which the army 
at present looks for and obtains from the civil administra- 
tion. If we have correctly followed their line of thought, they 
believe that the co-operation of the civil departments In the 
day to day administration of defence can be secured on the 
same has^s of mutual agreement as is necessary to the in- 
troduction of their scheme as a whole, though the moans for 
ensuring such co-operation must in the final resort rest in the 
hands of the Governor General. We have to examine this 
assumption from the practical point of view. 

149. Position of the Army Department xmder the existing 
system. — ^In the central Government as at present constituted, 
there is no fundamental difficulty in correlating the activities, 
and defining the responsibilities, of the various civil depart- 
ments in regard to defence. Questions, which are the joint 
concern^ of the army and one or more civil departments, are 
dealt with under the ordinary inter-departmental routine of 
tlio G overnment of India, and decided ultimately, in the ev ent 
oE disagi'eement, by a reference to Council. It is true that 
the procedure is sometimes found to be cumbrous, and that 
the need for a co-ordinating Institution, analogous to tho 
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Committee of Impefitil defence, isTiot infrequently felt. This 
is at the most, hoAvever, a remediable defect in the adminis- 
trative machinery. The Covemment, in its present unitary 
form, does provide the means of solving departmental diffeiv 
ences, and precludes the possibility of deadlock. 


150. Our apprehensions regarding the position of the 
Army Department under the Commission’s proposals. — 'We do 

not feel sure that this would still be the case under the arrange- 
ments j)roposed by the Statutory Commission. Hie Army 
Department would cease to be a constituent unit of llie 
central Government. It could no longer rely on its position 
as a department of the Government of India for suyjporl 
when claiming the co-operation of other departments, or (ni- 
deavouring to impress upon them its peculiar requirements 
or points of view. The burden of persuading a civil depart- 
ment in the last resort to take or withdraw any action in the 
interests of the army would rest upon the shoulders of the 
Governor General, whose task would be made no easier by 
the fact that the central Government had been deprived of 
its direct share of responsibility for defence. It is not, 
in our opinion, merely a question of the provision of facili- 
ties in regard to recruitment, transport, and other matters. 
The Army Department is in contact with civil departments 
from day to day. _ At present it deals with them on an equal 
footing ; but if it became an authority separate from the 
central Government, some friction would almost certainly 
ensue. The position of an excluded Army Department would, 
we think, be diflScult enough even if the central executive were 
constituted, as the Commission propose, with an oflScial ele- 
ment, and were not responsible to the legislature.' But if the 
^^clii&ioii ^ of defence fulfilled its avowed object of removing 
the constitutional barrier to complete self-g’overnmont anil 
the Army Department, administered by an Imperial agenev 
found itself in daily contact with a central Governitient 
responsible to the legislature in all respects, we apprehend 
that the possibilities of friction would be greatly increased. 


351. Arguments on the other side. — It is, of course pos- 
sible that we have over-estimated, these disadvantageL It 
may be contended that so far as the provinces are coTreeruod, 
sbou-d^ on eel be given to the constitutional proposals of the 
CommissKm, the co-operation which is needed for the suecess- 
lui administration of defence must depend in the first 
instance on goodwill and mutual understanding (the uHi- 
mate power resting in the hands of the Governor General), 
whether the army remains an integral part of the Govern- 
ment of India or not. In regard to the centre, it might fur- 

a matter of fact conflicts between iho 
aimy and the civil departments are not frequent, and that it 
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is harctly reasonable to assume that antagonism and opposi- 
tion will become the rule, and co-operation the exceptioji, 
merely because the army has been placed, for administrative 
purposes, under the Governor General. Though under the 
Coiomission 's proposals the army administration would be 
outside the Government of India, the responsibility of the 
iailer to co-operate in the defence of the country would re- 
main unimpaired, and the powers of the Governor General 
would be in reserve to enforce that responsibility. It might 
also bo questioned whether an army administration, excluded 
by mutual agreement from the Government of India, w<^uld 
be faced with any greater difficulties in securing co-operation 
.and co-ordination of effort than an army administration form- 
hig pai-t of a Government of India, which was in other 
matters responsive to the legislature. We do not ourselves 
hold these views, but we think it desirable, in connection with 
so important a proposal, to state the ai’gumeiits on either 
side. 

152. In the legislature. — The removal of the Commander- 
in-Ohief and the Army Department from the Government of 
India might lead to complications in the legislature. The 
Commission observe that the Army Secretary would be 
available in the Le.gislative Assembly. He would however 
cease to ho an official of the central Government, and, as that 
Government would he divested of its share in the rospon- 
sibilitj' for defence, he would act, not as its spokesman, but 
as the mouthpiece of an Imperial agency. His position in the 
Assembly as the official exponent of policies for w'hieh the 
Government of India were not responsible, would be in our 
view a\ioin:ilous and embarrassing. There is already a ten- 
dency to criticise the existing arrangement under which the 
Army Department is represented in the Assembly by a Sec- 
retary, and not by a member of the Government. 'VV'e think 
that there might be greater cause for dissatisfaction if tlje 
spokesman on military matters were not even an official of 
the Govej’ument of India. The Commission indeed propose* 
that tlie Deader of the Federal Assembly should take charge 
of hnportant debates on military subjects : hut although the 
Leader of the Fedei-al Assembly imght personally carry great 
weight, his role, in army debates, would he merely that of an 
adweate briefed for the occasion. 

Here again we do not overlook the arguments on the 
other side. If defence were excluded from the Government 
of India by general agreement, the Assembly might tend to 
concern itself less with the details of army administration, 
especially if it were represented in a standing defence com- 
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*inittee, "and had opportunities for the discussion of artny 
policy,’ as the Conunission suggest. 

153. Effect upon the Indian soldier.— Our arguments so 
far have dealt with the administrative objections that miglit 
he urged agaiust the Commission’s proposals. There is 
another important aspect of the matter. The Oommisso-ui' 
have stated* in their report the main argument on whicli their 
proposal is based. It is the principle that the jirotection 
of the frontiers of India, at any rate for a long time to come, 
should not be regarded as a function of an Indian govern- 
ment ill relation with an Indian legislature, but as a matter 
of supreme concern to the whole Empire, which can only be 
effective^ organized and controlled by an Imperial agency. 
"We do not here wish to enter into the question of the riegreo 
to wliich the defence of India may be regarded as an Imperial 
rather than a purely Indian concern. We do consider it 
relevant^ however, to note that the greater part of the rank 
and file of the army in this country consists of British Indian 
subjocis. The Commission’s proposals might he thought to 
ha'^’G the effect of removing Indian officers and men from the 
service of the Government of India, and of turning them into 
employees of an Imperial agency, whose policy might _ be 
dictated to a large extent by the War Office. It is possible 
that the effect of this change in the, status of the Indian 
soldier would not immediately he felt. Under the Commis- 
sion's proposals, the army would still be directly subordinate 
to the Commander-in-Chief, and would still be under the 
supervision of the Governor General. The dissociation of 
the army from the Government as a whole might, however, 
iu time produce reactions unfavourable to the Indian soldier 
during his army career, and might also tend to dei)rive him 
of the protection and sympathy of the civil administratifui 
in his retirement. 

The advocates of exclusion may reply that here also the 
goodwill and co-operation of the provincial Governments must 
ho assumed, and that, if these are not readily forthcoming, the 
Government of India would at any rate he in no better a posi- 
tion tlian a separate Army Department to secure the interests 
of individual soldiers and pensioners. W^e do not ourselves 
hold this view. ^ We believe that, iu this as in other matters, 
the representations of the Government of India are likely to 
carry more weight with local Governments, no matter how 
autonomous, than those of a detached authority. 

154. Conclusion : the army should preferably remain 
under the "Government of India. — Our conclusion, after 
weighing the argumen ts on both sides, is that it would be 
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proferaMe that the Government of India should retain 
its control of the administration of defence. The Oomnds- 
sion themselves, however, recommend the adoption of their 
scheme only on the understanding that it meets with accept- 
ance. If Indian opinion were decidedly in its favour, we 
should be prepared to reconsider our views. The proposal 
hitherto does not appear to have enlisted any public support. 

155. The portfolio of defence. — ^If this view is accepted, 
Ibe portfolio of defence would continue to be held by a 
member of the central Government. This brings us Lo the 
question of the position of the Commander-in-Chief. "Wo 
consider that there is great force in the Commission’s re- 
commendation' that the Commander-in-Chief should ceaso 
to be a member of the central Government, occupying a seat 
in the Indian legislature. The present official position of 
the Commander-in-Chief, combining as it does the func- 
tion of the supreme Commander of the forces in India with 
that of permanent Army Member and Government spokes- 
man- on ai-my affairs, is becoming increasingly difficult and 
embarrasHing. The problem had arisen before the appoint- 
ment of the Statutory Commission, and we had already for 
some time been considering the possibility of some such solu- 
tion as the Commission propose. We agree that the 
Commandor-in-Chief should cease to be a member of the 
Indian legislature : and we recommend that his place in 
that respect should be, taken by a civilian member for de- 
fence, who would become the responsible member of Oov- 
eiTiment and Government spokesman in the legislature in 
all matters of defence policy. This, in our opinion, would 
constitute the simplest method of relieving the Commander- 
in-Chief of duties which are extraneous to the nature of his 
profession and appointment. The change would involve no 
dislocation of the existing machinery and the actual conduct 
of business between the Army Department and Army Head- 
quarters would proceed on the existing lines. The Com- 
mandor-in-Chief should, however, retain the right of diiect 
access to the Governor General, and should, as a 
matter of rule, be present in Council when military affairs 
are discussed. The mutual relations of the Commandov-ln- 
Chief fuid a civilian defence member would not present 
the difSculties that were found to arise when the Com- 
mander-iu-Chief and the military member, both high mili- 
tary officers, were both also permanent members of the, 
Executive Council, 

156. The army estimates. — 'We find ourselves in agree- 
ment with many of the Commission’s observations on the sub- 
ject of military expenditure. It will be for His Majesty’s 
Govei’ument to consider whether the Commission’s argu- 



ments in favour of a subsidy from Imperial revemaes 
should be accepted, and ■whether the Grovernment of India 
can establish a claim to a fixed contribution determined by. 
the factors to -which the Commission have referred. W'e* 
ai'e in faA^our of the proposal for the constitution of a com- 
mittee on army affairs, including members of the ceiitral 
legislature, for the purpose of discussing and keeping in 
touch with military questions, as recommeiided* by the 
Commission. We are also in favour of the Commission’s 
suggestion that military expenditure from Indian revenues 
should henceforward take the form of an annual total sum 
fixed for a period of years, and revised at intervals. The 
general position of the legislature in regard to defence matters 
should, however, remain unchanged : in particular, the exist- 
ing facilities for the annual discussion of military policy and 
expenditure, in the course of the budget debates in the 
Assembly, should continue. 

Indianisation. 

157. The Commission’s survey of the problem. — In chapter 
10 of the first volume of the report, the Commission have 
presented a comprehensive picture of the military probiem, 
notable for its impartial, yet sympathetic, treatment ot a 
naost difficult subject. That the Commission recog-nize the 
supreme importance of this question is made clear 
m the first sentence of the chapter, where they observe that 
in considering the implications of the policy, to the pursuit 
of which the British Parliament is solemnly pledged, for the 
increasing association of Indians in every branch of Indian 
a.dministration, and for the development of responsible gov- 
ernment in British India, no question is at once more ditficuit 
and more crucial than the future organization, recruitment, 
and control of the army in India.t We think it worth while 
to quote in full one passage ;t 

“ For the purposes of the constitutional inquiry 
upon which we are engaged, the method by 
which Indianization might proceed is not 
so immediately important as the fact that 
it has at length begun, and that it is 
recognized that the pace at which it pro- 
ceeds is conditioned by the efficiency of 
the results obtained. A completely self- 
governing^ India must be in a position to 
provide itself with armed forces, fit to 
undertake .the tasks which, armed forces in 
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India liave to discharge, so far as those tasks 
are the special concern of India itself. It is 
not to be supposed that units recruited in 
Britain and officered by British officers are 
going to be mercenaries in some future India 
where the ultimate military authority rests 
with an Indian Minister for "War or with 
an Indian Cabinet, responsible to an Indian 
elected Assembly. Indian nationalists are, 
therefore, perfectly right in attaching great 
- importance to army questions in India in 

relation to India’s constitutional develop- 
ment. It is essential to the honour of 
Britain, in relation to the assurances which 
have been given that we are sincerely aim- 
ing at the attainraent of self-government in 
India, that the transformation should be 
given every fair chance. The change is 
bound to be slow, and it is much more likely 
to come about smoothly and successfully, 
if the difficulties are honestly faced on both 
sides in a spirit of complete goodwill.” 

These words sum up clearly and succinctly the whole 
problem of Indianization. It is of paramount im- 
portance that we should satisfy Indian public opinion that 
we are in earnest in our policy, and that our measures of 
Indianization are directed towards a definite goal. It is 
equally important that our critics, on the other hand, should 
recognize that the maintenance of efficiency is an indispen- 
sable condition of progress, and that this plea is not raised 
foi’ the purpose of obstructing legitimate demands. 

158. The Oommission’s recommendatians. — The Commis- 
sion have put forward a tentative proposal* for the develop- 
ment of a separate army of a dominion pattern, recruited for 
purposes of internal order, but sharing with Imperial 
troops the burden of external defence. This army, if and 
when created, would be under the control of an Indian 
minister. The suggestion is repeated in paragraph 211 of 
the second volume, where it is further made clear that the 
dominion army would be independently paid for and con- 
trolled, and contain no British element. The Commission 
recognize, however, that the suggestion raises many diffi- 
culties, technical and financial, and that the time for so' 
considerable a departure from the established organization 
has not yet come. 'We shall return to this subject later. 
For the present the Commission urge that we should go for- 
■ward steadily, as we ^are pledged to do, with the Indianiza'-i 
tion of the army, subject only to the overriding requirements 
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of military efficiency : and they consider that this ohligalion 
should continue to be honoured in the letter and the spirit 
if the army in India were to pass, as they suggest,* out of 
-the control of the Government of India. "VVe need hardly 
;say that we accept this view of our obligations. Our present 
policy of Indianization is indeed based upon it. We believe 
that the pursuit of that policy, in the language of the fore- 
word published with your predecessor’s approval to the 
report of the Indian Sandhurst Committeee, “ offers the sure 
stable line of advance towards the creation of a dominion 
army By “ the creation of a dominion army ” we mean 
the evolution of a self-contained Indian force, to be com- 
manded and officered eventually by Indians and to be under 
the control of a self-governing India. We propose to describe 
briefly^ the progress that has already been made in Indianiza- 
tioi^ since the announcement of decisions on the report of the 
Indian Sandhurst Committee, to state the position now 
reached, and to indicate what the next steps in advance are 
likely to be. 


159. Progress of Indianization since 1928. — ^In March 
1928, we announced that in future the number of vacancies 
available for Indians at the Royal Military College, Sandhurst 
would be increased from ten to twenty a year, and that some 
vacancies would be thrown open to Indians at the Royal 
Military Academy at Woolwich, and the Royal Air Force 
College at Cranwell. The first examination under the new 
conditions was held in November 1928, but it was not until 
the November examination of 1929 that, for the first time, 
the nuinber of Indian candidates qualified for Sandhurst 
exceeded tte number of vacancies offered. At that examina- 
tion, eighteen candidates passed the examination, against ten 
vacancies. At the same examination, six Air Force candi- 

nuinber required to initiate an Indian 
I lis,ht, .mceeeded in quahfymg for Cranwell, and two Indians 
also passed into molwich. Up to that poiit, no Indium had 
passed lor either Woolwich or Cranwell. We have recently 

Tw?^efln<?T+ examination held in June 193a 

Two candidates succeeded in qualifying for Woolwich and 

hursrwIrthmSoW^^® number of those qualified for Sand- 
nurst was therefore, on this occasion, exactly eaual to the 

brass^ertW^?^ calcSaSs, it m'a^ 

De assumed that the number of candidates qualifvunor for 

^ ^ be added a SSS 

, ^ ^ s commissioned officers nominated to Sandhurst 

a» Viceroy's commissioned officer cadets. Tlie Ascribed 
annnal ma:rmmm for such nominations is bS lor tfc 


yolmae II, para. 21L 
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likely to be forthcoming from this source every year. In 
addition, we may expect an average of three or foar candi- 
dates a year qualifying for either Woolwich or Cranwell. 

160. Number of Indiai^ing units required. — An annual 
output of twenty officers with direct commissions from Sand- 
hurst, together with an annual average of two or three 
Viceroy’s commissioned officers granted King’s commis- 
sions, will, in the course of time, supply an officer establish- 
ment sufficient for a complete infantry division of twelve 
battalions, a pioneer battalion, and a brigade of three regi- 
ments of cavalry, together with an adequate margin for 
ancillary departments, staff and command appointments, and 
for wastage in premature retirements and transfers to civil 
departments. The calculation assumes the conversion of tho 
officer establishment of Indian units from the existing pattei u, 
which consists of twelve to fourteen King’s commissioned 
officers and nineteen or twenty Viceroy’s commissioned 
officers, to a homogeneous cadre of twenty-three to twenty-five 
King’s commissioned officers. Our scheme tberefore at its 
present stage, envisages the Indianization in all of sixteen 
units of cavalry, infantry and pioneers, in addition to 
such units of artillery, signals and engineers as may 
hereafter be officered by Indians from Woolwich, and to 
the air squadron which we hope to raise gradually with 
Indian officers trained at Cranwell, The eight units hitherto 
set apart for Indianization are still officered on the pattern 
mentioned above. But these officer establishments will in 
the course of time be insufficient to accommodate the increas- 
ing number of Indians commissioned through Sandhurst. 
It will then be necessary either to set apart more- unite for 
Indianization or to begin the conversion of the officer estab- 
lishment to the British pattern, or to introduce a combination 
of both these measures. We have not yet decided which 
procedure we shall adopt. An important factor in the deci- 
sion must naturally be the necessity of securing the rights 
and prospects of the Viceroy’s commissioned officers, and of 
the sepoys and sowars who enter the army with the ambition 
of being promoted to Viceroy’s commissioned rank. 

151. Question of an Indian military college. — The in- 
creasing numbers of successful Indian candidates at these 
examinations bring us nearer to the point when the ques- 
tion of the establishment of a military college in India 
must be decided. The Indian Sandhurst Committee, in 
paragraph 44 of' their report, stated that according to the 
expert evidence they had received, the desirable number of 
candidates for the starting of an Indian military college, if 
it were to have an efficient organization, was 100, They 



140 


accepted that as the initial number, and proposed that the 
college should be inaugurated in 1933, with an intake of 
33 cadets in that year. The establishment of lOO was to 
be reached in 193'5, when the first batch of entrants would 
be commencing the third and last year of their course. The 
Committee, in their recommendations, followed the models 
XJrovided by the Dominion military colleges at Kingston and 
Duntroon, where the normal course of training is three or 
four years : and we agree that the Indian military college 
when established should be on the lines of those colleges 
rather than of Sandhurst, where the course lasts for eighteen 
months only. We also agree with the Indian Sandhurst Com- 
mittee that 100 is a desirable number, though not an indis- 
pensable minimum, for the foundation of an Indian military 
college. To absorb an annual output of 33 officers, if that 
were the figure accepted, it would be necessary in course of 
time to expand the number of units selected for Indianizatiun 
from sixteen, the number required for the present output, up 
to about 25. The rate of progress of Indianization in artillery, 
engineers, signals, and air units, is at present too uncertain 
to be included in this estimate. 

162. Arguments that might be urged in favour of Sand- 
hurst from the military point of view. — The alternative to the 
creation of an Indian military college would be a further 
increase in the number of vacancies available for Indian 
cadets at the Boyal Military College, Sandhurst. His Excel- 
lency the Commander-in-Ohief points out that there is much 
to be said for the retention of Sandhurst as the training ground 
of Indian King's commissioned officers as long as possible, 
provided that the progress of Indianization is not thereby re- 
tarded. The traditions which have been established over long 
years at Sandhurst, and the fact that the Indian, cadets there 
inix freely in work and games with boys from English pub- 
lic schools, have undoubtedly a beneficial effect. It can be 
shown that many young Indian cadets, after a Sandhurst edu- 
cation, are holding their o^vn with their British contempora- 
ries : and those who advocate the retention of Sandhurst 
feel no doubt that the same results would not be obtained 
from a college established in India, which for many years to 
come would have no such traditions as Sandhurst and no cor- 
responding esprit de corps. While sympathizing with the 
wide-spread desire among Indian public men to see a military 
coHege established in India, those who hold this view are 
definitely of opinion that the present high standard of edu- 
cation, combined with the surroundings and traditions of 
bandliurst, resulting in the formation of character, will not 
be maintained in an Indian college, and that the quality of 
young Indian officers entering the army will consequently 
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163. Arguments tliat might be urged in favour of Sand- 
hurst from the political point of view. — ^Indian political 
opinion has hitherto expressed itself clearly in favour of the 
creation of an Indian military college in accordance with 
the recommendation of the Indian Sandhurst Committee. The 
considerations stated in the preceding paragraph might 
however he acknowledged by some of those who press for an 
Indian military college, if they could be assured of a guaran- 
tee that the retention of Sandhurst would in no way prejudice 
the rapidity of Indianization. Indian sentiment, both within 
and outside the army, attaches considerable value to the 
hall-mark of Sandhurst. One of our Indian colleagues has 
expressed the view that it would be better that India should 
continue for some time yet without a military college of her 
own, than that Indian oflScers should come to be regarded as 
possessing qualifications inferior to those of their British 
contemporaries in the Indian Army. He fears that this argu- 
ment of inferiority might be used to retard the pace of India^ii- 
zation in future, and he observes that if it is found neces- 
sary for young Indians appointed, for instance, to the Indian 
Civil Service or the Forest Service, after open competition 
in India, to be sent to Europe for further training, a period 
of training in England would se.em equally necessary for 
young Indian officers of the army. It would be possible to 
point, in illustration of this argument, to the proposal of the 
Indian Sandhurst Committee that Indian cadets, after com- 
pleting their course at the Indian military college, should be 
attached for one year to British battalions stationed in the 
irnited Kingdom. To cite another instance, although the 
teaching in Indian Universities has reached a high standard, 
there is still in India a great demand for admission to British 
universities. Even if the Indian military college, therefore, 
produced from the outset officers as good as those trained at 
Sandhurst, the fact might not be recognized for some time by 
the Indian or the British public.^ He further urges that inas- 
much as any expansion of Indianization will involve a decrease 
in fflie number of British officers of the Indian Army, there 
should be less difficulty in accommodating the increasing num- 
bers of Indian cadets at Sandhurst. If therefore Ilia Majesty’s 
Government could arrange to secure the admission of Indian 
cadets to Sandhurst to the extent which the progress of 
Indiardzalion required, there would be grounds for postpon- 
ing the establishment of an Indian military college for a 
considerable time to come. An Indian military college i.s 
moreoA-er bound to be expensive, both in its capital cost and 
in its recurring charges, if it is to be founded and maintained 
on lines comparable to Sandhurst. He anticipates that, from 
the iiohtieal and financial, as well as the military, points of 
view, the alternative of retaining Sandhurst mav find some 
support. 
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164. Arguments for an Indian military college. — On tlie 
otliei- hand it may he ar^ed that a course of three, or pos- 
sibly four, years in an Indian military college, beginning in tlie 
seventeenth or eighteenth year of age, when boys are still 
comparatively impressionable, could be made at least as 
effective as the training imparted during eighteen months at 
Sandhurst to Indian cadets, who rarely go there, under the 
present system, until after they are nineteen. The advan- 
tages resulting from association with British contemporaries 
might perhaps be secured, when the time comes, in another 
way, namely, by extending, for Indian officers, the perio<l of 
attachment to a British unit, before they are posted to the 
Indian army, from one year, as at present, to, say,^ two years.. 
Further, it may be thought that the qualities of initiative and 
comradeship, the combination of which is essential to the 
mnldnp- of a good officer, are acquired rather during the time 
spent at an institution such as Dehra Dun, or at an English 
public school, than during the later, and shorter, stage of a 
course at Sandhurst. By taking its cadets at a more forma- 
tive age, and by training them longer, an Indian military 
college could supply to some extent the advantages of a pub- 
lic school education for those who had not already had it ; 
and there is no reason to suppose that the militarj' authori- 
ties in charge of the direction of the college could not, by 
choice of staff and in other ways, ensure the provision of a 
first class training. The Indian Sandhiirst OonuuitI.ee 
were obviously guided by considerations such as these in 
making their recommendation for an Indian military col- 
lege — a recommendation that has received much support from 
Indian public opinion. We cannot ignore the strength of 
the demand for such a college. In spite of the financial 
assistance granted by Government to Indian cadets, we 
cannot doubt that the expense, the distance, from India, and 
the unfamiliarity of the surroundings, are factors which 
deter a number of parents at present from offering tlieir 
sons for a military career. There is a general impressioji 
that in spite of everything that Government can do, the cost 
of education at Sandhurst remains excessive, and that Indian 
cadets are handicapped in various other ways. This feeling 
is but natural. To appreciate its force it is only necessary 
to imagine what would be the attitude of British parents 
Avho desired to send their sons into the army, if there were 
no military college in Great Britain, and every English cadet 
had to be trained at an institution in a distant country. It 
would not be long before public opinion, in such cir- 
cumstances, demanded the establishment of a military college 
in England. An Indian military college will in any case 
become inevitable as soon as Sandhurst can no longer accom- 
modate the increasing numbers of Indian cadets. We do not 
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tnow when that point would be reached: it would depend, 
amonir other things, upon the attitude adopted towards this 
question by the Army Council. But, even if the military 
authorities in England were willing to accept Indian cadets ' 
at Sandhurst in sufficient numbers to avoid the immediate 
necessity of founding an Indian military college, the question 
would still remain whether it would be bette^r to^ continue 
Bending Indian cadets to Sandhurst as soon as possible, or to 
start the Indian college without delay. 

Some of our number would prefer, for the reasons given 
in paragraphs 162 and 163 above, to make every effort for the 
retention of the advantages of Sandhurst as long as possible, 
provided that the military authorities in England were pre- 
pared to accept Indian cadets in the increasing proportions 
that Iho progress of Indianization will require ; others^ of us 
take the view that the establishment of an Indian milita.ry 
college should be set on foot as soon as practicable. In these 
circumstances we have stated to the best of our ability the 
arguments in favour of either course, and His Majesty’s 
Government will have the opportunity at the Conference to 
ascertain Indian feeling on the matter. 

165. The Commission’s scheme for a separate ‘^domi- 
nion’’ army. — ^If the number of King’s commissions offered 
annually to Indians is increased in the near future, it will 
be necessary to decide in what way the additional officers 
should be employed. We have considered very carefully 
the proposal made by the. Indian Statutory Commission in 
paragraph 211 of the second volume of their report. Read- 
ing that paragraph with paragraph 126 of the first volume, 
we understand the proposal to be that Government, in co- 
operation with the central legislature, should encourage 
the recruitment of battalions of a dominion pattern, coni- 
inanded by officers holding a dominion commission, for 
purposes of internal security, that these forces should be 
controlled by an Indian minister of the central Government, 
and that out of them a dominion army should gradually 
emerge as a self-contained indigenous forcQ, distinct from the 
Imperial army, in which latter army, however, the policy 
of Indianization should also be pursued. The Commission 
have left us in some doubt as to the functions of this 
force, which they contemplate^ as being “recruited for pur- 
poses of iliternal order ”, but also “ sharing with Imperial 
troops the burden of external defence Nor have they 
defined the source from which it is to be financed, thougli 
recognizing that ^ financial considerations will of necessity 
impose strict limits on its size. 


’^'Volume I, p^a. 12d. 




144 


166, Tentative character of the scheme.— This suggestion 
of the Commission is, however, only tentative. As we have 
already stated, they do not themselves consider that the time 
has yet iirrived to decide upon it, and whether it should he 
adopted or not. Its adoption would in any case depend upon 
a definite pronouncement in its. favour _ hy Indian pablic 
opinion. We shall proceed to examine it in the paragraphs 
tiiat foUoAV. At the same time, we wish to make, it cleai' that 
our views, like those of the Commission, are merely pro- 
visional, and that we do not commit ourselves at this stage to 
a final expire ssion of opinion. 

167. Possible objections to the scheme. — ^Whethcu', as 
we should prefer, the G-overnment of India continue to control 
the regular army, or whether the Statutory Commission’s 
recoiumcndation he adopted, and the control of the army he 
tiansferred to the Governor General, acting as an agent of 
the Imperial Government, this further recommendation of 
the Statutory Commission would involv^e the existence of 
two distinct forces side hy side, controlled, organized, 
equipped, financed and employed on different siystems, hut 
both of them none the less forming part of the army in 
India, and containing the germ of the future dominion 
army. We confess that we do not at present see what 
3u>3tification or incentive could be found for the creation of 
the proposed new force. Apart from the financial difficul- 
ties to which we have alluded in paragraph 165, it is obvious 
that newly raised troops of this character would not for 
many years lie as efficient as units of the regular armv. 
Indian public opinion, so far as we know, is content that the 
whole army should remain under the control of the Govern- 
ment of India and the Commander-in-Chief. Its main de- 
mands are first, a large reduction in military expenditure, 
and, second, fan increasie of Indianization within Ihei 
existing anny. The fact that the Government of India and 
the Assembly were free to develop an army which might he 
regarded as of inferior status and of less effective fighting 
capacity alongside the regular army, with such fund.s as 
might he available, would not evoke any degree of 
pojmlar enthusiasm ; nor would it be easy to convince any 
one that this measure constituted an advance towards the 
formation of a dominion army. It must further be re- 
membered that, in^ time of peace, internal security troops, 
as such, do not exist. All units of the army are recruited, 
trained, and equipped up to the full standard of efficiency 
required for service in the field. On the outbreak of war,- 
units which are at the moment stationed in certain places', 
become, on mobilization, pa,rt of the field army, and proceed 
.to the front. Those in certain other stations are detaile.d 
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for internal security purposes ; but, being fully trained, 
also form a valuable reserve to the troops in the field. In 
ordinary times however eyery unit is fully trained for war, 
and is also available for duty in aid of the civil power on 
the outbreak of local disorders, whatever its duties may be 
in the event of mobilization. Battalions trained for internal 
security purposes alone would not have sxif&cient occupation 
to justify their maintenance as regular forces. 

168. Another suggestion — ^Provincial battalions. — ^We 

have considered also an alternative suggestion that a certain 
number of units, over and above those set apart under the 
existing scheme for Indianization within the army, should 
be liauded over to provincial Governments to be maintained 
by tliem as provincial battalions. These battalions would 
normally be employed by the provincial Governnujiits on 
dutie.s connected with law and order, for the preservation of 
which they are, under the Commission’s proposals, to become 
prhnarily resjjonsible. They might also develop, in the course 
of time, into units capable of taking their place in the field 
army. They would in fact he raised and maintained hy ][)ro- 
vincial Governments in precisely the same way as Imperial 
State forces are raised and maintained by the rulers of the 
larger Indian States. They would he inspected and super- 
vised by^ a central agency similar to, and possibly amalga- 
mated with, the Military Adviser-in-Chief and his assistants. 
For every provincial battalion so constituted, a corresponding 
unit of lie regular army would be brought undeir reduction : 
and the provincial Government would receive, out of the re- 
sultant saving to army estimates, such financial contribution 
as was required to maintain the new unit on an adequate 
footing. Provincial battalions, like the Indianizing units in 
the lugular army, would be officered by Indians com- 
missioned through an Indian military college. It is claimed 
for the scheme that, by encouraging the development 
of _ localized forces, it would help to broaden the 
basis of recriiitment, and perhaps foster willingness to. 
undertake military service among communities who show no 
enthusiasm for it at present. Meanwhile, the Imperial army 
would not run the risk of including more experimental, and 
to that extent, ineffective units than it could carry. At the 
same time, there would be no restriction of the field of employ- 
ment for young Indian commissioned officers, many of whom 
might prefer service in provincial units of this character to 
service in the Imperial army. The suggestion, therefore, has 
something in its favour fi'om the purely military point of 
view. It is, however, open to some of the same objections as 
the proposal of the Indian Statutory Commission : nor have 
we any reason to suppose that provincial Goveimments or pro- 
vincial sentiment would welcome it. There is no evidonee 
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at present of a movement in any pai’t of India for tlie estal)- 
lishment of provincial military forces. 

l69. Reasons for preferring the continiaance of a single 
army.- — Apart from these considerations, the creation of any 
ne^v iv’pe of armed forces would form, in our opinion, an un- 
necessary complication. We already have regular troops 
with British officers, and regular troops in process of Jndian- 
ization. We have also the territorial forces, and the 
various battalions of military police maintained by provin- 
cial Grovernments. We doubt if there is room for pi-ovin- 
cialized forces in addition to all these. We would greatly 
prefer that all units hereafter selected for Indianizatiou 
should retain the status and functions of regular fighting 
troops : and we have little doubt that Indian .setitil 
mout would support us in this view. We think that the ad- 
vantages of a provincial or local connexion could be 
equally well attained by assigning certain stations as ijer- 
manent headquarters to some of the Indianizing units of the 
regular army. Some such arrangement would indeed be 
desirable for several reasons. The increase of the number of 
King’s commissioned officers in replacement of Viceroy’s 
cornmissioned offioers,_ for instance, will necessiitate the pro- 
vision of accommodation for officers on a different scale from 
that provided for ordinary units : and for this reason it will 
probably become difficult, if not impossible, in future, for 
ordinary units to succeed Indianizing units on relief, and 
vice versa.^ We have reason to believe that provincial Oov- 
ernments, if asked or required to maintain armed forces for 
internal security duties, would prefer that those forces should 
take^ the existing form of military police. Wer accordingly 
consider that any advance in the Tndianization of officer ranks 
must he made within the army itself, and that units selected 
for this purpose hereafter must continue to be trained and 
employed in exactly the same way as those which retain their 
British officer establishments. 

170. Conclusion. — But whatever may he the outcome of 
the Commission’s suggestion for the eventual creation of 
a separate army, we have sufficiently indicated, in the fore- 
going paragraphs, our whole-hearted concurrence in the 
policy which they advocate for the meanwhile. Onr aim is to 
proceed with measures for preparing India to undertake a 
larger share of responsibility for her own defence as rapidly 
fls is practicable : and we shall he ready to adopt whatever 
means may be found most suitable and effective, for the 
achioA^ement of that end. 


FINANCE. 

171. Considerations which affect the early transfer of 
responsibility for finance.— We have referred in a previoaia 
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paragraph of this despatch to the special difficulties in the 
w-ay of anj' immediate transfer of responsibility for fliuince, 
owing partly to the magnitude of the interests which have 
hitherto been safeguarded under the responsibility of the 
Secretary of State; and partly to the necessity for the prior 
fulfilment of certain special-conditions. We desire to examine 
in more detail the special circumstances which surround this 
highly technical But vital part of the administration. Wo 
shall tlren offier some suggestions as regards the direction in 
which, and the qualifications subject to which, advance in 
financial responsibility may he made. 

172. The four principal factbra in the situation. — -mil 
facilitate an appreciation of the: practical measures which 
are required if the principar factors in the situation are 
analysed and considered separately, though they necessarily 
to some extent overlap.- These factors may be stated as 
follows : — 

(a) The great financial significance of the purposes 
in regard- to which Parliament cannot divest 
itself of all responsibility. 

(hy The foundations of India’s credit and its signi- 
ficanbe to the country. 

(c) The unusual responsibilities which the Govern- 

ment now carries in relation to the currency. 

(d) The particular financial and economic conditions- 

which exist to-day. 

173. The financial sigufflcance of the responsibilities of. 
Parliament.— The special responsibilities of Parliament in 
the financial sphere may be classified under three main 
heads. First, if Parliament remains, as it must, reapousible 
for defence, it must be ahlei to ensure that the funds to moot 
the cost of defence are available. Second, Parliament having 
been hitherto responsible for the general good govornmo/it 
of lu^aa could not relinquish this responsibility without 
ensui'ing that the debts incurred during its period of respon- 
sihilily are honoured. In this connection we may recall the. 
assurance giv^ by the Secretary of State to the holders of 
Indian loans in England in Sir Arthur Hirtzel’s published, 
letter of January 27, 1930. Third, Parliament must remain 
resjionsihle for the pay and pensions, family pensions aiid 
provident funds of all officials recruited by the Secretary of 
State. It may be argued that it would be a sufficient *dis- 
chai-ge of the responsibility of Parliament, if it were pruvdded 
as part of the new constitution, that the sums required to 
make the payments due under the above three main headings 
should be a statutory first charge on a consolidated fund, 
payable independent of any vote by the Indian legislature. 
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But (a), a first charge on revenue is of no value unless 
the necessary taxes are levied to produce 
sufficient revenue, and 

(6) in this case the total of the charges including 
only cost of the army, interest on loans and 
pensions amounts to about 80 per cent, of the 
net revenue of the central Government. W^hen 
a “ first charge ” absorbs all but a narrow 
margin of the total revenue, the security implied 
by the nomenclature disappears. In such a 
case, the authority responsible for seeing that 
these payments are made has an intimate con- 
cern in the whole financial administration of the 
country. 

We do not go so far as to suggest that this circumstance 
must constitute a permanent obstacle to any transfer of 
financial responsibility. But Parliament may not unreason- 
ably demand some signal guarantee for the future, before 
surrendering the security provided by its direct constitutional 
power to control proposals for taxation and expenditure 
through a minister responsible to itself. 

174. Credit of India. — The maintenance of India’s credit 
is a factor of overriding importance, and having regard to 
tlie special circumstances in which India has been governed 
in the past, the outstanding consideration is that, in the 
absence of special safeguards and preparation, the removal 
of the authority and responsibility of the Secretary of State 
would represent a fundamental change, which might be 
expected to give a very severe shock to India’s credit. How- 
ever unfair we may feel to be any implied distrust of what is 
to be expected in the way of financial policy from a responsi- 
ble Indian Government, it is none the less real, and we 
have to face realities. We cannot ignore the fact that the 
foundations on which the financial stability of India depend 
are of a very special nature ; first, owing to the extent to 
which up to this point India has relied on external resources 
for the building up of her existing economic structure ; 
second, because of the great part which reliance on the 
credit of the Secretary of State and the responsibility of 
Parliament plays in the maintenance of that structure. 
The peculiar features in India’s position have arisen mainly 
from the historical connection between the United Kingdom 
and India both' in civil administration and in defence, and 
in the supply^ of capital raised in the United Kingdom for 
the construction of railways, and canals, and other public 
works. India has in conseq[uence built up very large sterling 
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commitments in the form of loans, pensions, and similaar 
obligations. 

Moreover, India’s credit for the purpose with which we 
are concerned means something more tham the credit of the 
Government of India as a borrower. Vast amounts of 
private capital have been invested in the development of 
the country and its industries, and it can hardly be disputed 
that a lar'ge part of this investment has been made in 
reliance on the prevailing system of administration, 
especially financial administration, of the country. A 
sudden and fundamental change, creating uncertainty and 
doubt as tp future policy, would inevitably result in a with- 
drawal of a large part of the capital already invested, and 
stop the free supply of further capital which the proper 
development of the country urgently needs. Even the 
fear of such a change would be sufficient to produce these 
results, as the experience of recent months has shown. It 
must also be realized that the withdrawal of existing" 
capital and the restriction of fresh supplies would not merely 
concern British capital. There are many Indian investors 
who might seek to invest their capital abroad if they lost 
confidence in Indian administration, and of this danger also 
there has been evidence during the last few months. The 
effect on movements of capital to which we have referred 
might vrell be felt on a scale which would mean financial 
and economic disaster. 


Whatever may be thought from the Indian point of 
view about the desirability of this state of affairs, in which 
India rolie.s so much on external credit and external seiwjces, 
it is a vital element in the problem, which must be faced with, 
all its consequences, the chief of which is that the means of 
livelihood and the welfare of a vast portion of the Tudiau 
people depend at present on these foundations. If the 
foundations were withdrawn without an adequate and careful 
period of replacement, the whole Indian economic life as it 
exists to-day might collapse. 


We do not suggest that the factors Just mentioned 
would not be fully appreciated by a popular Finance Minis- 
ter in India, and indeed we think that their very exist- 
ence shoidd afford the strongest reasons for his pursuit of 
a sound financial policy. But change is always imsettling; 
and our purpose rather is to emphasize the need for estab- 
lishing confidence before such a change is made. 


175. The Government of India’s responsibiUties in rela- 
tion to currency.— The third factor to be considered is the un- 
usnal responsibility wffiich the Government now carries in 
relation to currency. It is, of course, a well known feature of 
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the situafioti in India that the responsibility for supporting- 
exchange, and therefore assuring that adequate remittance 
can be made to meet all forei^ exchange requirements, 
public and private, has in practice been undertaken by the 
Government and has recently been made a statutory oblig'a-^ 
tion. It has long been felt that this is, on grounds of 
principle, undesirable and that the right course must be for 
India to follow the practice of other countries, by providing: 
that the control of both currency and credit should be- 
united in the hands of a central bank acting independently 
of Government. The underlying idea in all countries is= 
that the currency authority should be free to conduct its- 
policy in accordance with the dictates of sound finance, 
detached from all political influence. The official character' 
of the Government in India has hitherto been a distinguishing- 
factor, and it is obvious that the reasons for introducing 
the practice of other countries into India would be enormously 
reinforced, if the finance portfolio were to pass into the 
hand of a minister relying for his position on the support 
of a political party. We wish therefore to state in un- 
ambiguous terms that the formation of a reserve bank on 
sound lines must in our view be a condition precedent 
to any transfer of financial responsibility from the agents of 
Parliament to a minister answerable to the Indian legisla- 
ture. 

It must, however, be admitted that the present is an 
exceptionally unfavourable time for an attempt to establish a 
reserve bank. During the present period of falling prices the 
currency authority of a country like India, which relies mainly 
on agricultural exports, must be forced, in order to fulfil 
its duty for maintenance of exchange (whatever the statutory 
ratio may be), to follow a course involving the removal of re- 
dundaut currency from the market. The bank would have to 
rely on the use of its sterling resources or on sterling borrow- 
ing, in which respect its position would be far weaker than 
that which the Government has held hitherto -with the credit 
of the Secretary of State behind it. But more important 
still, as has already been pointed out, any sudden change in 
the administration, or fears asi to the future constitutional 
position, may start a tendency for capital to leave India, and 
so long as this is going on the balance of remittance may be 
insufficient, with a consequent increase in the strain on the 
bank’s resen’^es or on its capacity to borrow. Lastly, a 
special difficulty is created by the fact that in any case a spe- 
cial strengthening of reserves is necessary, for the present 
gold and sterling reserves held for currency purposes by the 
Government cannot be regarded as sufficient for the secure 
working of the reserve bank even in normal times. As 
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indicated in the report of the last Currency Conamission, these 
reserves will require to he built up gradually, and it is diffi- 
cult to see how, in all the circumstances, this can be done with- 
out further external borrowing on a large scale. 

The combination of circumstances, to which we have 
referred, means that the inauguration of a reserve bank to 
relieve the Government of its functions in regard to currency 
and exchange is a matter, which demands careful prepara- 
tion and a combined effort by the Government and the people 
of the country. It cannot be regarded as a condition easy of 
fulfilment or lightly left to an uncertain future. At the same 
time, we must make it absolutely clear that it ought to be 
dehuitely a part of ou,t programme, and that it should be 
undertaken at the earliest possible moment. 

We wish here to emphasize one further consideration, vis., 
that it will be necessary that the constitution of the bank 
should contain safeguards for its future control against the 
danger of political interference. We should hope that it 
would be possible to convince Indian opinion of the desir- 
ability that such a bank should work in close co-operation 
with, and on lines approved by, the Bank of ilngland. This 
idea could be supported by the general consideration of the 
importance of co-operation between the central banks of the 
world, and especially within the Kmpire ; while the action 
just now being taken by the Bank of England in giving 
counsel in a period of great difficulty to Australia may help 
to convince Indian opinion of its value. Whatever the future 
tor India may be, she must always be greatly dependent upon 
her standing in the London money market, and nothing could 
be of greater service in this direction than a close eo-operaticn 
between a centi'al bank for India and the Bank of Englan.l, 

176. Special difficulties inherent in the present 
and economic position. — ^Finally, we come to the present spe- 
cial difficulties inherent in India’s financial position and in 
W'orld economic conditions. These are so well known as to 
require no detailed explanation. The difficulties fall mainly 
under tliree headings. First, the general economic diffi- 
culties from which all countries which rely mainly on agri- 
cultural exports are suffering at the present time. Second, 
the serious after-effects on public and private finance which 
may be expected to result from the present political dis- 
turbance and the programme of those who have organized 
the civil disobedience campaign, effects which, even if that 
campaign were immediately terminated, must be felt in the 
country for a long time to come. Third, the obligation for 
redemption of existing loans of the Government of India 
which will be particularly heavy over the next three years, 
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and the need for further resources in gold or external capital, 
not only to continue the development of India’s railway 
system, but for establishing a central bank with adequate 
reserves. It would indeed hardly be possible to imagine a 
combination of circumstances more unfavourable to an im- 
mediate change of policy, which might result in shaking 
public confidence in the credit of India. 

177. Importance of central Goveipnent finance in the 
new constitutional scheme. — There is one further con- 
sideration which should be mentioned at this point, namei.jq 
the vital importance of maintaining the financial stability of 
the central Government in India in relation to the constitu- 
tional scheme which we are now considering. The proposals 
of the Statutory Commission would give a wide extension of 
resiionsibility and independence to the provincial Govern- 
ments. Neverthelesis, the provinces cannot be regarded as 
separate economic units, and they must remain to a large ex- 
tent dependent on the central Government’s financial ad- 
ministration and the maintenance of its credit. At the same 
time, the administration of finance in the provinces may pn 
its side react to an important degree on the general financial 
position of India, and the centre must be strong enough to 
protect the situation. Central Government finance indeed 
may be said to represent a key point in the proposed consti- 
tutional sti'ucture which may be exposed to heavy and un- 
certain strains. India can hardly afford to run risks at this 
point during the early years of the new regime in the 
provinces. 

178. Conclusion that transfer of responsibility requires 
fulfilment nf certain conditions. — ^From this review of the 
main factors in the present position we are forced to the con- 
clusion that the occasion for a transfer of financial responsi- 
bility cannot be reached apart from the fnlfilment of certain 
conditions, such as the restoration of normal economic condi- 
tions, the re-establishment of credit and confidence, and the 
inauguration and successful working for some time of a reserve 
bank with adequate sterling reserves. Some of these condi- 
tions, such as the last, are clear, and their fnlfilment is capable 
of precise determination. Others are essentially more general 
and in the last resort His Majesty’s Government must he 
the sole judge of their realization. It is at this point that the 
essential difficulty arises, and it is precisely on the subject 
of these conditions that free discussion at the Round Table 
Conference is likely to he helpful. Pending such discussion 
w'e are reluctant to propound final proposals, and in the 
following paragraphs we do no more than attempt to indi- 
cate. the general mgnificanee of what we have in view. 
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179. Possible lines of development. — The essence of wllafc 
we eoutomplale is tliat we should endeavour as a first step to 
embark upon a period which is definitely acknowledged as a 
period of preparation for the transfer of responsibility. Our. 
declared object would be to create such a state of affairs as 
to make a transfer possible, and to do tliis with no avoidable 
delay. It would be the task of the Government to do all in its 
power to expedite the fulfilment of such of the conditions 
referred to in the preceding paragraph as it can influence, 
and accordingly, in co-operation with representatives of 
Indian opinion, to complete the inauguration of a reserve bank 
on the lines which we have already sketched, and to consolidate 
the financial position, both as regards revenue and expendi- 
ture and the public debt. A concerted effort will be required 
to overcome the special difficulties referred to in paragraph 
176 and t«.) work out a financial programme for the future 
which will inspire confidence. We trust that our suggestions 
for a unitary exeentive, which may give greater harmony 
vuth the legislature, may go some way to help iu this direction, 
and we wonld also hope that committees of the legislature 
might provide opportunities for co-operatiou between Goveru-- 
ment and the popnlar representatives. 

Apart from these matters, it is necessary to say some 
thing of those other conditions less easily definable to which 
we have referred, the essential pnrpose of which wmuld be to 
establish confidence iu Indian administration. The main 
weight of this task must lie with the leaders of Indian opinion. 
An authoritative declaration by responsible leaders that they 
entirely discountenanced the doctrine of repudiation uf debts 
wonld be of some value, but beyond this it wonld have greater 
piactical effect, if Indians could give some signal proof that - 
they are willing to mobilize their private resources foi' the 
sake of establishing the national finaincial position. We say . 
no more on this subject now, leaving it to be further develop- 
ed in discussion at the Conference. Onr general outlook on 
these questions is that on the one hand, while fully recogniz- 
ing the special difficulties inherent in a transfer of financial . 
responsibility, we accept the position that an eventual trans- 
fer is implicit in the declared policy of an advance tow:y_ds 
self-government in India, inasmuch as financial responsibility 
is one of the most essential parts of the responsibilities of 
Government. But we fool that the chances of obtaiuiiig that 
co-operation from Indian public oninion, requisite for the ful- 
filment of the conditions to which we have referred, will be 
largely dependent on the clarity with which such conditions 
can ho defined, and the certainty with which the intentions 
of His Majesty’s Government can be stated. On the other 
band, we must emphasize that the chances of an ad\ance are 
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clcoeiiJoiit on action to be taken on the Indian side, for we 
consider it essential that Indians should realize that they also 
have a definite task to fulfil, and that it is for them to dispel 
the misunderstanding and mistrust that have been cieated. 
'\Ve do not overlook the difficulties in the way ot defining 
Di-ecisely how this is to be achieved, but we are of the opinion 
that, unless His Majesty’s Government state clear i^y what is 
required, and Indians are given a fair chance of making a 
response, with assistance given generously from the British 
side. \V0 cannot expoct Indian opinion to^ accept tne cLnlicuities 
of transfer as an excuse for its indefinite postponement. 


There is one subsidiary matter to which we might refer 
before leaving this subject. If we look forward to a period 
when the finance portfolio may be held by a respon- 
sible minister, in distinction from the system which has pre- 
vailed hitherto of filling this post with a specially selected 
financial expert, one consequence may be to throw a greater 
burden on the permanent staff of the Finance Department. 
An elected minister, even if he is himself experienced in 
finance, will have to devote more of his time to political acti- 
vities and to rely more on his permanent officials as regards 
departmental work, and we must emphasize the need for 
greater continuity, than has under the present practice pre- 
vailed, in the personnel of the highest posts of the depai't- 
ment. The recruiting of suitable officersi, and a provision 
for their training, will become of greater importance ; while 
it must be remembered that the special training ground which 
is now available in the currency department of the Govern- 
ment will no longer exist after the inauguration of a reserve 
banlc. This may appear to be an administrative rather than 
a constitutional point, but we attach great importance to it. 


180. Safeguards after responsibility is transferred. — It 

will be clear from the nature of the present responsibilities of 
Parliament, as envisaged in preceding paragraphs, that Par- 
liament, so long as certain obligations inherent in the posi- 
tion created by past history remain, could not escape the 
ultimate responsibility in many important respects, and for 
this purpose it would be necessary to preserve certain safe- 
guards, even after the primary responsibility for financial 
administration had been transferred to a minister responsible 
to the Indian legislature. The nature and extent of these 
must to some extent depend on the measure in which the 
general conditions precedent had been fulfilled. It is not 
necessary for our immediate purpose to examine them in 
detail. They would include : — 


(a) The creation of consolidated fund charges to cover 
such items as interest on debt, railway annuities. 
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pay, pensions, family pensions, and provident 
fund paj^ments for civil officers appoiiiLed by 
the Secretary of State, and army officers, and 
expenditure on defence, 

{b) Some powers of supervision and control to be vested 
in the Governor General for the purpose of main- 
taining hnancial stability^ 

(c) Provision for resumption of control by the Secretary 
of State in the e^vent of a threatened financial 
breakdovm or an actual defamlt under (a). 

The provisions under (b) and (c) imply an adequate supply 
at all times of information to the representatwes of flis 
Majesty’s Government. 

We have stated these provisions in very general terms, 
for in the nature of the case it is difficult to be more precise, 
particularly as regards provision (6). Much would depend 
on the manner in which such a power was exercised. It 
would be a negation of the whole object of the constitutional 
arrangeiaent wffiich we are considering if interference was 
carried to the point of destroying the minister’s responsi- 
bility. There might, however, be occasions of financial 
danger, short of an actual default, when a power to hold up 
rather than to veto inadvisable action might be of value tmd 
give the yjopiilar representatives a chance to reconsider the 
piosition and follow wiser counsels. It is probable that, if 
and when this stage was reached, the Governor General might 
usefully be assisted by a financial adviser. An advisei*, If he 
had the rigffit personality and experience, might perform an 
important role and establish relations with the finance r/duis- 
ter which would be of assistance to the latter. Subject to tlio 
safeguards which we have indicated above, we should sup- 
pose that at this stage the finance minister would have become 
responsible to the legislature, and that the supervision, direc- 
tion and control would have passed to the Governor General, 
acting on behalf of His Majesty’s Government under the 
superintendence of the Secretary of State. We should fur- 
ther suppose that by that time the advisory committee of the 
Ijondon branch of the reserve bank would have been consti- 
tuted. This committee would be available to give advice 
either to the finance minister or to the Governor General with 
his financial adviser. The future evolution of these arrange- 
ments would necessarily have to depend on practical ex- 
perience. We should, on the assumption that all went well* 
look foinvard to a gradual development through decreasing use 
of the special powers of the Governor General. 
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181. Relations with, the Secretary of State. — ConctriTent- 
ly with the action which we have described in parag-raph 179 
by way of preparation for the later transfer of financial 
responsibility, we recommend some inodifieation in the rela- 
tions between the Gtovernment of India and the Secretary of 
State. In a subsequent portion of this despatch we shall con- 
sider the general constitutional aspect of this question, 
and it is sufficient to say here that in our view the Secretary 
of State shoald in future exercise only a power of superin- 
tendence, direction and control, remaining the first executive 
authority in such matters only as might he definitely removed 
from the exercise of the authority of the Government of 
India. It is first necessary to ask whether there are any such 
matters in the field of finance, 

(a) Sterling horrotving . — We take first the question of 
sterling borrowing*. In the report* of the Indian Statutory 
Commission reference is made to a suggestion that the High 
Commissioner, instead of the Secretary of State in Council, 
should undertake the task of floating^ sterling loans for Gov- 
ernments in India, and should he assisted in its performance 
by a small committee of experts. The main reason 
given is that the control of currency in India, and the raising 
of loans in India rests, in practice, with the Government of 
India. Tliis statement does not accurately represent the 
facts. The amount of loans raised in India, and the terms 
on which they are raised, are subject to the approval of the 
Secretary of State, while the Secretary of State’s control in 
currency affairs is not by any means confined to broad ques- 
tions of policy. Moreover, the Secretary of State manage® 
such matters as the ways and means opei-ations In London, 
the investments of the Home treasury balances, and the sale 
and purchase of silver. 

When the reserve hank scheme was under discussion 
in 1927, it was contemplated that the bank should undertake 
all the remittance operations of the Government of India, 
^nd would supply the Secretary of State with sterling funds 
against corresponding debits in rupees in India. If the same 
line is followed when a. reserve bank is created, x^^^^tically 
all the control of the Secretary of State ever 
the details of the currency and ways and means operations 
will automatically cease, and it might then be desirable to 
relieve hm of the function of floating loans for the Grovern- 
ment or India. The reserve bank manager in London might 
have an advisory comnaittee to assist him, and the High 


•Volume II, para. 311. 
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Commissioner in consultation with the manager of the re- 
serve hank and his advisory committee, could suitably under- 
take the management of the Government of India’s sterhng 
borrowings. But until the reserve bank is created we con- 
sider that, from the administrative point of view, it would 
Qjity make for inconvenience and delay to transfer these func- 
tions to the High Conmiissioner, and there would in addition 
be the possibility of difference of opinion and friction between 
the advisers of the High Commissioner and the Secretary of 
State, who would still retain his powers of superintendence, 
direction and control. 

Our view, therefore, is that the question of transfoiring 
the function of borrowing in London from the Secretary of 
State to the High Commissioner should in any case be post- 
poned until a reserve bank is created. Moreover, and this 
is a governing consideration, the effect of such a transfer of 
the borrowing function on the standing of Indian loans in 
London would need to be carefully considered. Many techni- 
cal points of substantial importance, such as the effect on the 
position of the Government of India sterling securities as 
‘‘ trustee securities ”, require careful examination when any 
change is considered, and on them we shall address you 
separately. For the present the function of borrowing in 
London, or more correctly outside India, together Avith the 
control of ways and means operations in London, and the 
investment of the Home treasury balances, can well remain 
in their present form with the Secretary of State. 

The control over the gold standard reserve is another 
matter which may be held to fall within the same category, 
though here again the creation of a reserve bank and the 
amalgamation .of the reserves would alter the situation. The 
recommendations made in thisi sub-paragraph are intended to 
be read in the light of the general obseiwations made in sub- 
paragraph (e). 

(b) General financial administration . — ^We would suggest 
that in all other matters the powers of the Secretary of State 
should be those of superintendence, direction and control. 
The control of the Secretary of State over finance is at pre- 
sent of two kinds. The general control, which has as its object 
the maintenance of financial stability and the observance of 
canons of sound finance, cannot be defined by rule, and in- 
cludes general control over such matters as the budget and 
taxation, currency, exchange, remittances and borrowing. In 
this latter sphere we contemplate that the control will more 
and more be confined to broad questions of policy, and that 
interference in details of administration will be avoided. 
More exact definition is hardly possible, but we recoinmend 
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in a later portion of this despatch tlmt the Secretary of State’s 
controlling power should be specified in the same terms in 
which Parliament may see At to define the purposes which it 
must continue to be concerned to secure in India. 

(c) Other matters for control . — There are other matters 
in which control can be defined by rule, as at present in the 
central audit resolution. Here the Secretary of State will 
require to retain such control as is necessary to safeguard 
his responsibility for members of the services appointed by 
him, and rule 1 of the appendix to the central audit resolu- 
tion will in substance have to be retained. Rules 2 and .3 which 
impose restrictions upon the Government of India’s powers 
to create permanent and temporary posts have already been 
greatly relaxed by rule 10 of the new Classification Rules, 
but these restrictions mig'ht now, in our opinion, dis- 
appear. Similarly the grant of unusual pensions (rule 4) 
should be left to the discretion of the Government of India. 
Rules 5 to 7 deal with expenditure on military works and 
stores. We doubt whether these special restrictions by rule 
are necessary in addition to the general power of superin- 
tendence, direction and control. Rule 8 (a) and (h) deals 
with minor matters which might be left to the Government 
of India. Rule 8 (c) deals with the Governor General’s 
amenities, staff, household and contract allowances, etc. 
There may be some advantage in reserving the control in 
these Iasi mentioned matters for an outside authority, but 
apart from this possible exception and the retention of rule 1 
r elating to the services, all the restrictions in the central audit 
resolution naight be removed. 

(d) Secretary of State’s Council . — ^We deal elsewhere 
with the constitutional position of the Secretary of State’s 
Council and 'wiU merely add here that we regard it as im- 
poi'tant, not that there should be financial control bj’’ the 
Council — ^indeed we are recommending the abolition of the 
financial veto by the Council — ^but that the Secretary of 
State should have at his disposal the best financial advice 
available _ in the City. This is a subject which reciuires 
further discussion, but we need say no more for our pi'csent 
purpose. 

(e) General spirit of relations with the Secretary of 
State . — ^We may perhaps with advantage sum up our views 
as to what henceforth should become the relations between 
the Secretary of State and the Government of India in finan- 
cial matters. 

W^e consider that, whatever the immediate constitutional 
changes may be, a stage has been reached now when the 
main direction of financial policy must definitely be regarded 
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as resting* with the Government of India, and that the func- 
tion of the Secretary of State should be regarded as that 
of giving counsel and support in financial matters to the Gov- 
ernment of India rather than that of exercising detailed con- 
trol. Indian opinion is very closely interested in the conduct 
of Indian financial affairs in London, and particularly in the 
sterling borrowing policy together with the methods of float- 
ing loans. Subject always to the observance of principles of 
sound finance, it is desirable that the financial policy should be 
conducted in a spirit responsive to Indian opinion, and we 
should go so far as to recommend this, even if on occasion 
some slight sacrifice may have to be incurred. No system 
can work successfully if Indian opinion is strongly opposed 
to the policy of Government, and comparatively minor matters 
often lead to a disproportionate amount of political hostility ; 
while the cumulative effect of a number of minor ii*riiants 
may sometimes provoke political opposition of real import- 
ance. If the Secretary of State can support India’s ci*edit 
in London, can make available to the Government of India 
the best advice from the city of London, can from his records 
supply an element of continuity and knowledge of past liistory 
as an aid in assessing the problems of to-day, and can, by 
counsel given in a detached atmosphere, supply at times a 
balance to views perhaps unduly influenced by local factors, 
then his co-operation can be of the greatest possible value to 
India, and the relation thus interpreted might even with ad- 
vantage continue when the finance portfolio came to be 
actually held by a minister responsible to the Indian legisla- 
ture. But the success of such a relation depends on the 
realization of its limitations, and any attempt to control the 
details of India’s financial policy from London must bo re- 
garded as an anachronism. 

OOMMEBCE. 

182. The demand for liberty to control economic policy. — ^ 

For a number of years past there has been an insistent 
demand from Indians of all shades of political thought that 
the economic policy of the country should be shaped on 
national lines, that in particular industrial development 
should be actively pursued, and that the control should be 
placed in Indian hands. Even under the present constitu- 
tion an attempt has been made to meet this demand by means 
of the fiscal autonomy convention, according to w'hxch the 
superintendence, direction and control of the Secretary of 
State are held in suspense, when the Government of India 
and the legislature are in agreement on any question of 
fiscal policy. If the attempt is to be made to give to Indians 
a larger share in moulding the policy of the central Gov- 
ernment, there can he no question that in the economic 
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sphere the demand for a further advance is keen, and 
unless in this 2 ‘egion some transfer of power proves feasible, 
it will not be possible to satisfy Indian asx^irations. The 
question to what extent power can be transferred, therefore, 
is of great significance and must be fully considered. We 
have no desire to magnify obstacles, which it may be possible 
to remove, into insuperable barriers, but there are real diffi- 
culties to be overcome which cannot be ignored or bru,shed 
aside. Most of the subjects which require mention are under 
the administration of the Commerce Department, but we shall 
refer also to cognate subjects, which are at present controlled 
by other departments of Government. 

183. The customs tariff. — The most powerful instrument 
which a Government desirous of pursuing an active programme 
of industrial development can employ is the customs tariff. 
But the tariff has a dual aspect, for while tariff policy exer- 
cises a decisive influence on the economic and industrial life 
of the country, tho^ Government of India must look to the 
tariff as the principal source of their revenues. Revenue 
considerations, therefore, must play a large part in shaping 
tariff policy. Again, tariff policy may have international 
reactions, or may raise questions between India and other 
parts of the Empire, and Parliament must necessarily retain 
control in the sphere of external relations. For the pre- 
sent, therefore, two limitations on India’s complete control 
of the tariff are inevitable. Of these, the financial limita- 
tion is inherent in the facts, and a finance minister respon- 
sible to the Indian legislature, no less than an official finance 
member, would necessarily regard the tariff from a point 
of view by no means identical with that of the member or 
ininistc-r in charge of the commerce portfolio whose primary 
interest is the effect of customs duties rather than revenue. 
But even during the period within which, for the reasons 
adduced in paragraph 178, the control of the Finance De- 
partment might remain in official hands, the finaucial con- 
siderations need not prevent substantial progress in the 
direction which Indian opinion favours. The second limita- 
tion is not likely to involve constant interference, but is con- 
sistent with the grant of considerable latitude to the Govern- 
ment ^ of India and its representatives, when commercial 
negotiations have to be undertaken either with foreign coun- 
tries or with other parts of the British Commonwealth. So 
far as Great Britain itself is concerned, control might reason- 
ably be exercised to secure for British goods most favoured 
nation tariff treatment, but it would be for the Indian Gov- 
ernment and legislature of the future to decide all questions 
m preferential rates of duty. Other countries within the 
Empire do not necessarily extend most favoured nation treat- 
ment to Indian goods, and subject only to the general snj)er" 
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vision of the Secretary of State, the authorities in India 
should be free to deal with each case as it arose. Apart from 
the two limitations we have mentioned in the spheres of 
finance and external relations, we contemplate that there 
should be no outside interference with India’s management 
of her customs tariff, and we believe that a wide field will 
be opened up within which Indian members of the Govern- 
ment will be able to give effect to India’s desires. 

184. Discrimination against British business. — ^We have 
referred in an earlier paragrapli to the necessity of devising 
effective guarantees, which would secure British firms 
and companies doing business in India against un- 
fair discrimination. The apprehensions felt by the 
British business community arise chiefly in connec- 
tion with the laws relating to joint stock companies 
generally, and to insurance and banking companies in parti- 
cular, the laws relating to merchant shipping and inland navi- 
gation, the policy which might be pursued in the development 
of industries by means of bounties or direct State assist- 
ance of other kinds, the position of public utility companies, 
such as railways, tramways and electric supply companies 
operating under licence or under contract with the Secretary 
of State, and of the holders of mining leases granted by 
Government, and the security of those engaged in profes- 
sions and callings for wlxich special qualifications are re- 
quired, such as those of doctors, chartered accountants and 
lawyers. The field covered is a wide one, and includes many 
subjects of first class importance to India’s economic future. 
We believe that if once agreement could be reached as to the 
position of British enterprise in India, and if by that means 
the apprehensions of the European business community could 
be removed, there is no reason why the control of policy 
should not pass into Indian hands, and in that case the occa- 
sions for interference by the representatives of Parliament 
would be ver^^ infrequent. The problem is to devise means 
by which India’s reasonable aspirations can be satisfied with- 
out injustice to those British trading interests which have 
contributed much to India’s past history, and which, we 
believe, have a valuable part to play in India’s future. The 
question is both important and difficult, for while we cannot 
but sympathize with the earnest desire of Indians to see thteir 
countrymen taking an increasing share in the commercial 
and industrial life of the country, we must also take account 
of the anxiety with wliich European business men regard the 
future after the transfer of power has taken place, and in so 
far as this anxiety may seem to be well founded, we are con- 
cerned to provide safeguards against injustice. We cpuld 
not in the space at our disposal attempt to discuss in any 
great detail the various subjects which would require consi- 
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deration before any settlement could be reached, nor indeed 
is it necessarjr to do so for our present purpose. But it may 
be useful if under the various heads we attempt to indicate 
the apprehensions which are felt and the reasons underlying 
them. 

185. Qualifications for the practice of certain callings. — 

Some of the subjects to which wo have referred can be dis- 
missed briefly. The qualifications required for the practice 
of certain professions or callings may be mentioned first. 
A chartered accountant, for example, may be qualified under 
the existing law to practise his profession in India in virtue 
of the British qualification which he possesses. It should 
certainly be open to the legislature to prescribe what quali- 
fications would be necessary for the future, and to require 
that these quahficatious should be the same for all candi- 
dates of any nationality, but apprehensions are undoubtedly 
felt that the legislation might take a form, which would 
deprive those qualified under the existing law of the privileges 
which they enjoy. We do not think that on this point there 
will be any serious controversy, but legislation of the kind 
apprehended would obviously be unjust. 

186. Public utility undertakings. — Next in order it may 
be convenient to take public utility undertakings, operating 
under licences from Q-overnment or under contracts with the 
Secretary of State, and the companies or firms holding mining 
leases from Government. Ordinarily both the licences and 
the contracts give an option to Government to decide, at 
fixed periods, whether the concession should be terminated, 
and lay down the terms upon which, if the option is exercised, 
the property of the company must be acquired. Similarly, 
mining leases are granted for fixed periods, at the end of 
which they terminate, if not renewed. Save in so far as 
financial considerations may have an important bearing on 
the decision whether to terminate a concession or not, we 
see no reason for the exercise of any special powers of control 
by the agents of Parliament, when the termination of a con- 
cession at the appointed date is in question. But apprehen- 
sions are in fact felt by the non-Indian companies, who have 
received these concessions, that either the powers (other 
than the power of termination) reserved to Government under 
the licence or contract may be exercised to their detriment, 
or that by legislation a concession may be terminated before 
its due date, or alternatively that the' terms of a concession 
may be modified during its currency to the detriment of the 
company. We entertain no doubt that power should be re- 
served to secure just and equitable treatment in this respect 
for fitms and companies concerned, if the occasion for its 
exercise should ever arise. 
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187. Ordinary British commercial undertakings. — The 

cases considered in the last two paragraphs are compara- 
tively simple. When, however, we turn to consider the posi- 
tion of the British companies which enter into competitive 
business in India, competing- on equal terms with Tnrb an en- 
terpi'ise, the case is different and requires fuller considera- 
tion. Such companies may be engaged in general trade, or 
industrial production, or may undertake more sp(‘cialized 
business such as banldng or insurance. So far as the com- 
panies engaged in industrial production are concerned, ap- 
prehension has been aroused by the frequently expressed 
demand for direct Tndianization, to be secured by the im- 
position of conditions as to the number of Indian directors, 
and the facilities to be afforded for the training of Indian 
apprentices, or, in the case of new comiianies, bj' requiring 
that a proportion of the shai'es, sufficient to establish Indian 
control, should be definitely reserved to Indian investors. 
Sometimes it has been suggested that these conditions should 
be enforced only when the company is engaged in a protected 
industry, or when it is in receipt of bounties (or other direct 
assistance) granted by the State in order to encourage the 
development of industries, and sometimes that they should 
be imposed upon all companies as a condition of engaging 
in a particular manufacture or trade. The proposals made 
as regards insurant and banking companies have been some- 
what different. Direct Indianization has not been much in 
evidence, and the line taken has been to advocate schemes 
under which non-Indian companies would be allowed to 
operate in India only under licence, or subject to special 
restriction and conditions. Some of the ;proposals made may 
be regarded as fair subjects for discussion on their merits, 
provided that all companies, whether Indian or non-Indian, 
are to be treated alike, but some advocates of proposals of this 
kind have not attempted to conceal the fact that one of the 
objects, which they had in mew, was to promote the growth 
of Indian comiianies at the esl)ense of British companies, and 
for this purpose to impose restrictions on non-Indian com- 
panies, which would not be applicable to Indian companies. 
Other examples might be given, but we shall mention only 
two. In Bengal there have been many expressions of feeling 
against the Biitish companies which operate the inland steam- 
ship sejrvices. We are not concerned here with the merits of 
the complaints made, but the attitude of those who have been 
prominent in the agitation makes it clear that their ultimate 
objective is the transfer of the inland steamship services to 
Indian hands, and that, in their view, the powers of Govern- 
ment and of the legislature ought to be freely used to achieve 
that result. Finally, we may refer in a sentence to the agita- 
tion on the subject of the reservation of the Indian coastal 
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traffic to vessels owned and managed by Indians. The object 
sought to be attained is the development of an Indian 
mercantile marine, but the method 'proposed to be adopted is 
the exclusion from the trade of all non-Indian companies. 

188. T uriiau feeling that existence of British enterprises 
blocks advance. — ^We have said enough perhaps to make it 
clear that the apprehensions of the European business com- 
munity are not mthout substantial foundation. During the 
last ten years, in one branch of commerce and industry after 
another, the evidence has been unmistakable that important 
sections of Indian opinion desire to secure the rapid develop- 
ment of Indian enterprises, at the expense of what British 
firms have laboriously built up over a long series of years. 
There is nothing surprising in the fact that national 
consciousness should thus have found expression. Indiaiis 
who desire to see the growth of Indian banking, Indian 
insurance, Indian merchant shipping, or Indian industries 
find themselves faced bj^ the long-established British con- 
cerns whoso experience and accumulated resources render 
them formidable competitors. In these circumstances, it may 
seem to them that the ground is already occupied and that 
there can be no room for the growdh of Indian commerce and 
industry until the British firms which are already in the 
field can be cleared out of the way. But, however natural 
such feelings may be, they might lead, if allowed free scope, 
to serious injustice, and partly as a consequence of this 
and. partly for other reasons they ai'e fraught with grave 
danger to the political and economic future of India. AVe 
feel real apprehension as to the consequences which may 
ensue, if -the present attitude of mutual suspicion and embit- 
terment is allowed to continue and to grow wmrse. For this 
reason we legard it as of high importance that the attempt 
should be jnade now to arrive at a settlement which boih 
parties (ian honourably accept. So long as the power to 
-direct policy in the economic sphere rests with the agents 
of Parliament, it will be impossible, we fear, to combat che 
suspicion, however unjust, that the interests of British trade 
weigh more \vith the G^overnment than the interests of India. 
In itself we regard this as a cogent reason why commoreiai 
subjects should in future be administered in accordance with 
the vieAvs of the legislature. But equally, if the transfer of 
power were to take place before means had been found to 
allay tlie j’easonable misgivings of British business men, The 
consequences must be grave. In the last resort no doubt 
overriding powers would have to be reserved to the agents 
of .Parliament to interfere in order to prevent injustice and 
to secure fair treatment. But if, as Ave fear in default of 
.agreement might be the, case, occasions for interference were 



frequent, the fiictiou generated would be intense and the 
harmonious working of the administration seriously preju- 
diced. 

189. Necessity of doing justice to both British and Indian 
points of view. — If agreement is ever to be reached, full 
justice musi be done both to the British and the Indian 
points of view. The differences which have disclosed them- 
selves relate not to aims but to methods. We do not believe 
thai. the British community in India have any lack of sym- 
pathy for Indian ambitions, or any desire to retard the deve- 
lopment of Indian industry and commerce. But what has 
aroused their fears is the tendency displayed in certain 
quarters to advocate measures designed to secure the rapid 
deyelopmenl of Indian enterpi'iscis at the expense of the 
British concerns already established in the country. Pro- 
posals such as we have described in paragraph 187 cannot 
but convey the impression to the British business community 
that, if commercial policy came to be administered in respon- 
sibility to the Indian legislature, they would have no security 
of ecjual treatment, that they would be left to carry on their 
business <njly on sufferance, and that indeed they might ex- 
pect to be treated in all respects as foreigners. Such a 
position they may well feel, apart from any question of jus- 
tice, is consistent neither wdth the part which the community 
has played in the development of the country, nor with the 
intimate relations which must continue to exist between 
Groat Britain and India. But if once they could be assured 
that an Indian Government would treat them not as aliens 
but as citizens, we do not doubt that they would play a 
worthy part in the commercial life of the country, and that as 
time went on their co-operation in furthering the attainment 
of the objects which India desires would be forthcoming In 
increasing measure. 

Pr-om the Indian side, the objection may be raised 
that, if the interests of British concerns are to be fully safe- 
guarded, no room is left for the development of Indian com- 
merce and industry. Where feelings of this sort are in fact 
enteriained, Ave think they are largely due to a misconception. 
For one thing thej^ do much less than justice to the develop- 
ments which have already taken place, particularly, to give only 
one instance, in the cotton mill industry. Again, if the control 
of the tariff is placed in the hands of the Indian legislature, 
it will control the most powerful instrument which can be 
used to promote industrial development. With certain ex- 
ceptions, the principal British firms established in the country 
are for the most part engaged in enterprises, such as the 
jute mills and the tea gardens, which are not likely to come 
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withiii the scope of any protective policy, and Indian com- 
panies could hope to start unhandicapped by the competi- 
tion of established British concerns. Another point to be 
remeinbeved is that enterprises, at present British, may in 
the oi'dinary course of events and owing to natural causes 
pass into Indian hands, as has already happened on more 
than one occasion. Apart from actual transfers of owner- 
ship, we do not doubt that British undertakings will in 
future find it to their advantage to go a long way in the direc- 
tion of Indianization, by providing facilities for the training 
of Indians, by enlisting the support of Indian capital to the 
largest, extent practicable, and by the appointment of Tjidiati 
directors to companies registered in India, or by the appoint- 
ment of local boards containing Indians, if the company is 
registered outside India. Many British firms, both in India 
and in other countries, have adopted this policy in the ]Dast, 
but they would no doubt feel that there is a wide dijfferencc 
between a process which comes about through natural causes 
and one w’hich is artificially and arbitrarily imposed by gov- 
ernmental action. Finally’', there are methods by which Indian 
aspirations could be satisfied wdthout inflicting injustice. 
Thus, for example, when it is proposed that direct State 
assistance should be given for the encouragement of indus- 
tides, it would be perfectly open to the Government to attach 
Gon<litions as to Indianization, in the case of all firms who 
may apply for assistance but were not already engaged in the 
business at the time the scheme of assistance was sanctioned. 
This was the recommendation in 1925 of the External Capital 
Committee, of which two Members of the Government of 
India were members, and both before and after the submis- 
sion of the Committee’s report, action in this sense has been 
taken as, for e.xample, in the Steel Industry (Protection > 
Act of 1924. No one, we think, could fairly claim that the dis- 
cretion of the legislature should be fettered, except to the 
extent aecessary to secure justice to those firms which had 
already eslnblished themselves in the country'-. As a final 
example of what is in our minds, we may refer again to the 
inland steamship companies. It might he considered desh’able 
on public grounds that the inland steamship services should 
be brought under public control as part of the general 
transport system of the country, and administered in close 
connection -with the railways. In such an event, all that the 
existing companies could fairly claim would be that they^ 
should not without oompeusatibu be deprived of their exist- 
ing right to operate their services and that the compensa- 
tion to be paid should be determined by^ an independent 
tribunal. 

agreement. — We have attempted Iw 
lilustrntion to indicate the lines bn which British .and Indian 
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opiniou might be brought together, but it is not possible at 
this stage to go further. In our view, the, matter is one which 
requires full and frank discussion between those principally 
concerned, and we have no doubt it will receive dost', atten- 
tion at the Round Table Conference. There are of course 
many points Avhich Avould require consideration in detail, 
and it may not be possible for the Conference to examine 
them fully", but if the prospects of agreement seemed g<--od, 
they might suitably form the subject of further discussion 
either in India or in England. The essential pre-requisite 
of a .satisfactory agreement seems to us to be the frank re- 
cognition on either side of what the other can reasonably 
claim. The British business community has played an im- 
portant pai't in the history of the country, it controls commer- 
cial entei’i') rises of the greatest magnitude, its elected repre- 
sontative.s sit, and will no doubt continue to sit, in the legisla- 
tures, it can still make valuable contributions to the welfare and 
prosperity of India, and its members may rightly expect that 
they should not be treated as foreigners. We have already 
referred to the intimate connection which must continue to 
exist between Great Britain and India, and it seems to us 
to follow' that, subject ahvays to India’s right to receive reci- 
procal treatment, citizens of any part of the Empire should 
be allowed to enter India freely, to engage freely in aiiy 
trade, business, profession or calling, and w'hen established 
in India, to receive just treatment. Prom India’s side it 
may well be urged that she should be free to develop her own 
industry' and commerce bj' any' means which do not inflict 
injustice on anj' section of the commmiity, and do not 
involve The exclusion of British citizens from partici- 
pation in India ’s future development. A further claim might, 
also be put forward on her behalf. There are enterprises 
which Indians regard as national, and which at present are 
mainly or wholly in British hands. It would be idle to expect 
that they' would be content for an indefinite period to remain 
without their appropriate share in the conduct of these enter- 
prises, and if the methods at first proposed in order to satis- 
fy Indian liopes must be ruled out because they involve in- 
justice, or are inconsistent with the position which Great 
Britain holds in India, Indians may fairly' ask that the British 
business community should co-operate in feding other 
methods to bring about the desired result. 

The possibility of reaching an agreement on these 
difficult matters depends largely upon the spirit in wliich 
they are approached. Notmthstanding the unfortTmate 
history' of the last few months, we believe that there is suffi- 
cient goodwill on both sides to overcome the difficulties if 
they' are frankly faced. The importance of reaching a per- 
manent settlement of the question can hardly be exaggerated; 
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More perhaps than an3' other single factor, it woxild help 
to create harmonious relations between Great Britain and 
India, on the strength of which we could look forward with 
confidence to a future in which Indian and British enterprises 
could woi-k together on terms of mutual advantage aiid 
respect . 


RAILWAYS. 

191. Administration of the Railway Department. — The 

commercial and industirial prosperity of any country is 
largely dependent on the efficiency of its transport system, 
and particularly of its railways. In India the distances 
are so great that low freights are essential to the grovrth ot 
industries, as well as to the welfare of the agriculturist, while 
at the same time the railways are by far the largest, pur- 
chasers of manufactured articles in the country, and the rail- 
way demand is a vital factor in the prospeiity of the engi- 
neering industry. In these circrunstances it is natural that 
those Avho desire freedom to develop Indian industry and 
commerce on national lines, should also put forward an in- 
sistent demand in regard to the railways. In our viev. the 
demand is one which should Lo met as far as possible, and we 
think that if in the future the control of commercial and in- 
dustrial policy is to rest with the Indian legislature, the 
general direction of railway policx^ should be placed 
in the same hands. It becomes necessary therefore to 
consider both the limitations w’^hich, for the present. Parlia- 
ment might think fit to retain in order to safeguard those mat- 
ters in which it is interested, and also the corrditions under 
which the control of pohey could safely be transferred. The 
latter point is one to which we attach great importance, for 
while in all countries railway' policy is a matter for Govern- 
megit and the legislature to decide, it by no means follows that 
the commercial management of railways can be wisely oi’ 
safely exercised by those w-hom the legislature directly 
controls. 

192. Purposes for which Parliament must retain 
control. — The purposes in which Parliament must, we think, 
continue to be interested so far as the railways are concerned 
fall under the heads of Defence, Finance, the Services, and the 
Anglo-Indian community. 

Defence . — Those who are responsible for the defence 
and internal security of the country clearly cannot disinterest 
themselves in the efficiency of the railways, for any serious 
breakdown might have calamitous consequences in a crisis. 
It is not only the strategic lines on the frontier which are 
in question, but also the main trunk lines throughout India 
and .the military authorities are entitled to assurances both 
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as to the adequacy of the equipment of the lines and of thoir 
standard of maintenance, and as to the efificiency of the traflSc 
ari'angements. 

Finance . — Under the head Finance, account must be 
taken of the enormous capital sums (largely raised in G-roat 
Britain) which have been invested in the railways. It is 
true that the security on which the loans were raised was not 
the railway revenues alone, but the whole of the revemies 
of the Goveriiment of India. If, however, the railways were 
111 ‘able to earn their interest charges, it is much to be feared 
that the burden would be too heavy for the Government of 
India to meet, and the solvency of the railways is therefore 
an interest which Parliament is bound to safeguard. There 
is another point at which the connection between the railways 
and the Finance Department is close and intimate, for the 
3‘aising of capital for railway development must both react, 
and be <lopendent, on the general credit of the Governm.erit of 
India and its financial circumstances from time to time. Whe- 
ther the connection could be rendered less direct and im^ 
mediate by proceeding further with the separation of railway 
finance is a question which should be explored, but under 
existing conditions the Finance Department is most intimately 
concerned in many que.stions of railway policy. 

Services . — ^Under the head Services, several points re- 
quire notice. In the railway services, as in others, the exist- 
ing and accruing rights of officers appointed by the Secretary 
of State must be safeguarded, and it will be important 
also to ensure that a large number of the senior officers do 
not quit the service prematurely. Indianization is now going 
forward rapidly, the rate of Indian recruitment for the 
superior services being 75 per cent., and we have no desire 
to retard the process ; but the possibility of efficient ad- 
ministration depends on the retention of the existing senior 
officers until Indians are in a position to replace them. 
Finally, questions may arise as to the percentage of Europeai^ 
recruitment, wffiich for the future may be deemed necessary 
on mini ary grounds. 

The Anglo-Indian community . — The Anglo-Indian com- 
munity has in the past rendered very important services to 
the railw^ays and still holds a large number of posts in parti- 
cular branches of raihvay work. The economic life of the 
community is indeed to a large extent dependent on the oppor- 
tunities of employment which the railways offer, and its mem- 
bers are gravely apprehensive of what may occur, if and 
when any change takes place in the present system of 
administration and control. In view of the history of the 
community, a special obligation, we think, rests upon Parlia- 
ment, before relaxing its own control, to ensure, as far as 
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may be practicable, that the interests of the Anglo-Indiaii 
commiuiity are protected. 

193. Necessity of separating commercial management 
from direction of policy. — ^Before explaining how we thiak the 
purijoses of Parliament may best be safeguarded, we must 
turn to the question to which we made brief allusion at the end 
of paragraph 191. The experience of many countries has 
shown the disadvantage of subjecting the administration of 
State-owned railways to the close and detailed scrutiny of a 
popular legislature, which concerns itself not only with broad 
questions of policy but also with administrative practice in all 
its ramifications. Under the present constitution, the legisla- 
ture can exert considerable influence on the railway adminis- 
tration, and the dangers to be apprehended are already becom- 
ing evident. We can find no reason for thinking that the 
difficulties in India would be less than they have been found 
elsewhere, and we have no doubt that a continuance of 
the present system, under which the railways are directly 
administei-ed by a branch of the executive Q-overnment, would, 
as soon as the legislature was in a position to assert its autho- 
rity, develop tendencies leading directly to inefficiency and 
ultimately endangering the financial results of railway work- 
ing. The member of an official Government not responsible 
to the legislature is in a position to resist these tendencies 
when they threaten to work serious harm, but when a member 
or minister must work in harmony with the legislature, if he 
is to retain his position, the pressure may become irresistible. 
It seems to us clear that there can be iio material change in 
the control of railway policy in railway matters, until a 
system of administration has been set up which, while leaving 
to Govermnent and the legislature the control of broad ques- 
tions of policy, would locate the commercial management else- 
where. 

A change in the system of administration seems to us 
necessary for another reason. The solvency of the Indian 
railway system and its efficient working are matters in which 
Parliament is interested both on financial and military 
groxinds, but it does not seem to us practicable to secure the.se 
interests by attempting to control the day to day administra- 
tion of the department. If an elected member of the Govern- 
ment replaced the present official member and became respon- 
sible for the commercial management of the railways as well 
as for the direction of policy, he might often be led, under 
pi es.sure from, the legislature, to initiate action which the 
agents of Parliament felt to be dangerous both to solvency and 
efficiency. They would then be faced by the choice between 
two alternatives. On the one hand frequent interference 
would _ be most prejudicial to the smooth working of the 
acumnistration, while on the other continued acquiescence 
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would tend to render nugatory the powers which ParHament 
desired to retain. In these circumstances, we are forced to 
the couchision that, if the purposes of Parliament are to be 
secured, this can be done only by modifying the system of 
administration, and not by an attempt at detailed control, 
which would be foredoomed to failure. 

194. Proposed statutory railway authority. — ^We can 
describe the scheme which we contemplate, only in the broad- 
est outline. An authority for the ad ministration of the rail- 
ways should, we think, be set up by Statute. The Act would, 
of course, provide for the constitution and powers of the 
authority, and for the powers of control to be reserved to the 
Govei'nment of India. From the outset the authority shcmld 
include Indian members. It would, we think, be desirable, to 
make statutory provision for the general principles in 
accordance vuth which the railways should be administered, 
especially on the financial side, as for example, the 
manner in which the allocations for depreciation should 
be calculated, the constitution of the reserve fund and the 
purposes for which it should be used, and the amount 
of the contribution to general revenues. The control of 
policy in all important matters would remain with the 
Government of India and the central legislature, but it 
would be important to leave the statutory authority free to 
act without interference in the detailed arrangements it might 
make to carry out the policies laid down. Much will depend 
on the precision with which from the outset the powers to be 
exercised I’espectively by the authority and by the Govern- 
ment of India can be defined. But we cannot attempt at 
this stage to indicate what these powers should be. The ques- 
tion requires full investigation in order that the largest pos- 
sible advantage may be derived from the experience of other 
countries where the State management of railways has led to 
difficulties. 

195. Necessity for! enquiry. — ^It will be obvious that 
it would be impossible to devise a satisfactory scheme 
of administration without a detailed enquiry by a committee 
or commission. Such an enquiry should, we think, be in- 
stituted as soon as possible. It would be the duty of the 
investigating body to make recommendations as to the manner 
in which the_ authority should be constituted, the powers it 
should^ exercise, the matters for which provision should be 
made in the Act setting up the authority, the control to be 
reserved to the Government of India, aiid the powers to be 
reserved to the Secretary of State in order to safeguard the 
purposes of Parliament. A complete enumeration of the 
matters to be examined we cannot of course attempt. 
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but they should certainly include the subjects specified 
in paragraph 192 above. There is one other matter of 
great importance. The existence in India, side by side, of 
State-owned and managed railways and railways owned by 
the State but managed by sterling companies domiciled in 
England, makes it peculiarly difficult to devise a satisfactory 
scheme for setting up a statutory railway authority for the 
administration of the railways. The contracts of the com- 
pany-managed railways are with the Secretary of State, and 
though the Government of India exercises by delegation many 
of the powers reserved by the contracts to the Secretary of 
State, the ultimate control rests entirely in his hands, 
and the companies, by reason of their domicile, have direct 
access to him. It vdll be necessary for those making the 
enquiry to examine the question closely, and to consider how 
far the powers of the Secretary of State under the contracts 
should be exercised by the statutory railway authority, and 
in what matters the Secretary of State himself should reserve 
control. Their task will be extremely complex and difficult, 
but we have no doubt that the diflScuities must be faced. It 
is our desire to see the direction of railway policy placed in 
the hands of popular ministers, but it seems to us an indis- 
pensf^Ie ijrelinainary that a system of administration should 
first be established, which vdll provide for the efficient 
commercial management of the railways, and will also to a 
large exteiit safeguard the purposes of Parliament and avoid 
the necessity for detailed control. 


196. Method of legislation.— Before any scheme for 
estabnshing a statutory authority to administer the railways 
is adopted, it would be necessary that Indian opinion should 
ha\e full opportunity of expression, and anv commission 
or committee which may be set up to consider the 
question should of course include representatives of Indian 
STrts financial and railway 
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EXTERNAL AFFAIRS. 

197. In the immediately preceding sections we have been 
concerned to develop onr suggestions tor the general structure 
of government at the centre, according as they have applica- 
tion to particular departments. We now turn to India’s 
external relations in which several departments are concerned. 
The problems which arise have not fallen within the scope 
of the proposals of the Indian Statutory Commission, perhaps 
because no definite constitutional provisions appeared to be 
required in the structure which they contemplate. But the 
demand of Indian opinion, which we have described as 
directed to obtain self-government at home and national 
recognition abroad, leads us to consider to what extent the 
central executive which we contemplate might be concerned 
with the external relations of India with the other parts of 
the Empire and with foreign countries. 

The existing position has been described in the memo- 
randum which we submitted to the Indian Statutory Commis- 
sion on the status and position of India in the British Empire 
and in the India Office memorandum on the international 
status of India. It is beyond doubt that there has so far 
been no delegation of authority to the G-overnment of India 
in regard to external matters. As regards commercial agree- 
merits with foreign countries she has not the power which the 
Dominions have to enter into direct negotiations. The Gov- 
ernment of India Act restricts the power of the Governor 
General in Council to make political treaties and forbids the 
Indian legislature, without the previous sanction of the 
Governor General, to legislate regarding the relations of Gov- 
ernment with foreign Princes or States. We do not contem- 
plate that in present circumstances the Government of India 
could have a decisive concern with those foreign rela- 
tions which closely overlie the right to make war and peace. 
On first class questions of foreign and Imperial policy 
independent action by India is not yet within the realm 
of practical politics. India is indeed more continuously and 
practically concerned with foreign policy particularly in the 
]\riddle East than any of the self-governing Dominions. But 
whatever may be the degree of consultation with the Govern- 
ment of India, and whatever the agency functions which that 
Governinent may perform, the decisions must still remain 
with His Majesty’s Government. Nevertheless, there is a 
large range of external relations which may conveniently be so 
classed in distinction from foreign affairs, and in which we 
see scope for an increasing recognition of the individuality 
of India among the nations of the world. It may well be 
that if the purposes of Parliament are defined, as we propose, 
tne Government of India may enjoy considerable liberty in 
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matters sueJi as commercial treaties, and the treatment of 
Indians overseas. We make no precise proposals in this 
regard for, whether our relations be with countries Avithin or 
outside the Empire, we consider that the functions of the 
Government of India must develop by agreement and con- 
venlion rather than by the enactment of constitutional pro- 
vision. It is by the growth of understandings and coua’cu- 
tions and not by provisions of positive law that the Domi- 
nions have attained their present position. These are the 
lines on which India’s authority over her own external 
affairs must grow. Such a development not only postulates 
an alteration in the constitution of the Government of India 
which would confer upon it a distinct individuality for 
domestic purposes, but is also its necessary complement 
if the aspirations of India for a recognition of its status 
at home and abroad are to be satisfied. The Indian 
Statute rj’- Commission have taken the first step in tbis 
direction, by recommending that in future the Governor 
General, and not the Crown, should appoint the members 
of the central executive, and in earlier paragraphs we 
have sought to describe what appeared to us to be the 
implication of such a change. If, in addition, India by 
convention were authorized to negotiate and conclude 
agreements with other countries vfithin the Empire and 
even vith foreign nations her feet would be set firmly upon 
the path along which the Dominions have preceded her. 

EEEATIONS BETWEEN CENTRE AND PROVINCES. 


198. Principles of classification. — ^Before we leave the 
discussion oi constitutional machinery in the provincial and 
central spheres, it Avill be convenient ‘to sav something upon 
rhe degree and method of adjustment that their mutual 
^lations are likely to require. The Indian Statutory 
Commission conclude* their chapter on the relations between 
the centre and provinces, with a consideration of the distribu- 
tion of administrative responsibility. In an earlier chapter 
on the provincial legislature, they statef their conclusions 
regarding toe distiibution of subjects of legislation between 
the central and th'e provincial legislatures. Sir Walter 
Layton’s scheine similarly makes a distribution in the 
financial field. It will be convenient if we deal in one place 
with these questions of jurisdiction, and with the further 
question of bow far provincial jurisdictions may be sub- 
ordinate to or correlated with central authority. We are 
ere in a field within which final dispositions cannot now 
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be made. The ultimate form of the constitution cannot 
yet be settled, or even be predicted with confidence. We 
need not, therefore, on merely theoretical grounds radically 
disturb arrangements which have in the past proved satis- 
factory. It is, nevertheless as the Commission observe, 

“ important to devise the immediate structure in such a 
way as to avoid placing any unnecessary obstacles in 
the way of any natural future developments Con- 
siderations of that nature, we presume, led the Commission 
to leave intact, save for a few matters of detail, the 
existing distribution of legislative and administrative 
authority, and to maintain, f as we understand them to intend, 
the present practice of deciding such questions by rule. 
We presume also that the Commission do not accept th!e 
proposal that residuary functions ’’ should be provincial. 
In our view it is not improbable that the ultimate solution 
of the problem of jurisdictions may be the provincialization 
of residuary functions, but we do not feel sure that the 
conditions are yet prepared for a decision of this very 
important point in the future federal constitution of India. 
Two local Governments have advocated that , residuary 
powers should rest with the provinces and not with the 
centre, and apparently contemplate that a final and rigid 
classification of that nature should be made. One of our 
number would prefer to put that arrangement in a some- 
what more elastic form, making- statutory provision that 
any matter \vhich is not already specified under the existing 
rules, should be assumed to fall within the jurisdiction of 
the local Government, and that in case it is claimed to be 
within the jurisdiction of the central Government, the 
matter should be decided by the Governor General. It is 
felt that, in view of the grant of autonomy to provinces 
and the desire to let provinces develop on autonomous 
and federal lines, this is the natural course to adopt. 
It does not in any way commit the centre to any parti- 
cular constitution in future, w'hile it enables the central 
Government to bring the matter within its own jurisdiction 
if it really finds it necessary to do so. Others, however, feel 
ihat so grave a decision cannot be taken at once. In their 
view it would be premature to entrust to local Governments, 
now to be equipped with untried machinery, all functions of 
government other than those specifically assigned to the 
central Government. Such a decision could be taken only on 
theoretical grounds and might have inconvenient con- 
sequences. It might, for instance, be argued that, if the 
functions, of the central Government alone were exhaustively 
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prescribed, the onus of proving that any action taken yr&s 
intra vires would rest on it alone. Such a position might 
derogate from the vigour of central administration, and 
might have the effect of impairing the liberty of the 
Governor General to be the interpreter of this portion of 
the constitution. It seems probable that a scheme of ex- 
clusive jurisdictions could not be worked until the inter- 
pretation of the constitution is entrusted almost entirely 
to judicial authority, and for that development, other 
objections apart, conations are far from ripe. The question 
is at present largely one of status which may await decision 
till the new responsible Governments in provinces have proved 
themselves. So far as it is a matter of efficiency of govern- 
ment, the present classification appears to us, as it appeared 
to the Commission, to be generally satisfactory, and we 
hesitate to decide now that functions, which Government in 
future may have to assume but cannot at present foresee, 
should be provincial. We prefer to maintain the freedom 
which the Devolution rules now afford, to extend the provincial 
field as new activities of government develop rather than to 
be driven to devise means of assuming these activities to 
the central Government, as occasion later may arise, from 
among undefined jurisdictions allotted on general grounds to 
provinces. 

Holding these views, we are in general agreement with 
what we take to be the recommendation of the Commission 
that the classification of subjects should continue to be 
regulated by rule. We recognize that* ‘ ‘ changes in the rules 
may be necessary from time to time ”, and we see in that 
necessity good ground for avoiding the rigidity of statutory 
enactment. 

199. Legislative jurisdictions. — ^Legislative jurisdictions 
must indeed rest on enactment, but we share the strong desire 
of the Commissiont “ to see maintained the provisions of 
the existing Act ”. These provisions establish a certain con- 
currence of jurisdictions, kept apart by a necessity imposed 
on both central and provincial authorities of obtaining the 
previous sanction of the Governor General, before the classi- 
fication of subjects made by rule is transgressed. In effect, 
they protect legislation, provincial or central, from undue 
challenge of its validity, but provide for selection of tlie 
forum in which proposals may be debated and enacted. The 
Co mrn ission find these provisions to be ‘ ‘ ingenious and 
effective ”. We believe them to be well-suited to the condi- 
tions of the country, and to have proved generally acceptable. 
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It is, however, possible to attack them on the grounds that the 
classification of subjects requires revision, and that the 
machinery of previous sanction is capable of improvement. 
In the first regard, the Commission reject* “ any alteration 
of the law which would restrict tlie range of the legislative 
power of the centre They look rather to a freer use of 
the Governor General’s power to permit provincial legisla- 
tures to undertake legislation on subjects technically central, 
and to a self-denying practice whereby the central legislature 
would make its enactments on such matters as social and 
religious customs adoptive or enabling. We think that these 
are lines which practice may be expected and should be 
encouraged to purs,ue. But we observe that two local Govern- 
ments would make more rigid provision. The Govern- 
ment of Madras! would remove it from the power of the 
central legislature to legislate for matters which concern one 
province alone. The suggestion does not, so far as we are 
aware, proceed on any ground of complaint in the past, and 
we are reluctant to introduce into an already intricate 
system complications which necessity does not require. There 
is much in the suggestion as made which we could not accept. 
We could not accept it as a denial to the central legislature 
of a right to legislate on its own subjects of administration, 
if necessary, province by province, or, for instance, 
for individual ports or universities. Nor could we at once 
agree that certain provincial subjects should not be “ subject 
to legislation by the Indian legislature ” as they are at 
present. But if the Government of Madras desire that the 
central legislature should not legislate for provincial subjects, 
whose administration has no extra-provincial effects, we 
would expect that the result of such a provision would be 
little different from that produced by the present provisions 
for previous sanction to central legislation. 

The suggestion of the Government of the United Pro- 
vinces is of the nature of a check to be operated at pleasure 
by the local legislature. It is proposed that the local legisla- 
ture should be empowered to require the central legislature 
to give to its legislation, affecting social and religious usages, 
an enabling form. It would be for the Governor General to 
decide when such a power became operative, by declaring 
whether the proposed legislation actually affected social and 
religious usages or not. We are in sjunpathy, as were the Com- 
mission, with the desire that amendments of social and 
i-eligious usage should be left increasingly to local legislature.*?. 
But we would not readily agree that all amendments 
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should necessarily he so left, nor that the mechanism to secure 
provincial interests should be a provincial power of control 
over the centre. Measures of this kind would require the 
previous sanction of the Grovernor Gieneral before introduc- 
tion into the Legislative Assembly, and are not now in 
practice taken into consideration till local Q-overnments have 
been fully consulted. It would, we think, be adequate if a 
practice were established that such consultation invariably 
preceded the grant of previous sanction. But wo would see 
inconvenience in a provincial power to revise the grant of 
previous sanction, or to sit in consideration of a measure 
under discussion in the Assembly, and to intervene at any 
stage, even the latest, of that discussion. We wouJd our- 
seWes trust to the recommendations, which the Commission 
have made, to secure due consideration of provincial interests. 

The second ground on which the present system may be 
criticized is that the necessity for obtaining previous sanction 
to provincial le^slation causes inconvenience and delay. 
Criticisms, of this nature were made in the earlier period of 
the reformed regime, when the operation of the law of sanc- 
tion was attended with some friction. That friction is now 
largely a thing of the past, and it is questionable whether any 
substantial practical benefit would ensue from a modification 
of the existing provisions. Nevertheless we would accept 
the suggestion of the Government of Bombay*, whereby a 
discretion would be taken to mitigate by rule the rigidity of 
the present law. 

200. Administrative and financial jurisdictions. — The 
present distribution of administrative responsibility is com- 
mended by the Commission as generally satisfactory. We 
agree, and find support for the same conclusion in the 
views which the provincial Governments have expressed. We 
await the publication of the report of Mr. Whitley’s Commis- 
sion before submitting our recommendations for the dis- 
tribution of functions in regard to industrial matters. The 
more particular reconimendation of the Indian Statutory 
Commission in regard to the Criminal Intelligence Depart- 
ment is opposed by the Governments of Bengal, the United 
Provmces, and Assam. The Commission recommend that the 
classification of police as a subject of provincial administra- 
tion should be accompanied by a discretion in the Governor 
General in _ Council to determine conditions regarding 
the organization of a provincial Criminal Intelligence Depart- 
ment. The Commission rightly regard the matter as 
important. An efficient intelligence service will depend on 
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co-operation between local Governments and on co-ordina- 
tion by the central agency. Bnt the Criminal IntoUigenco 
Department organization must be part of the regular 
police administration of the province, as the Government of 
Bengal point out, and little practical value would attach to a 
power to impose control over only one branch of a unified 
machinery of police administration. The recommendation of 
the Commission, however, is in effect permissive, and we are 
prepared to accept it on that basis. 

In earlier paragraphs of this despatch we have dealt in 
detail with the proposals of the Indian Statutory Commission 
regarding provincial finance. These matters also we have 
considered in the light of the principles of classification which 
we have just described. We w'ould continue the exist- 
ing practice by Avhieh financial authority is distributed 
by statutory rule, and we would retain residuary powers of 
taxation at the centre. These appear to us to be wise 
accompaniments of the entirely novel arrangements proposed 
by the Commission. 

201. Control. — Turning to the questions of control, we 
find ourselves in complete accord with the recommendation 
of the Commission that Governors in the use of their special 
and emergency powers should be supervised by the Governor 
General and not by the Governor General in Council. These 
powers are exercised in responsibility to Parliament, and 
control of them cannot appropriately be exercised through an 
authority in close relations with a popular central legislature. 
It is on that ground rather than on any ground of the ultimate 
form of federation that we would employ only parliamentary 
channels of control over Governors. 

We approach the Commission’s, recommendations* relat- 
ing to “ the normal powers of the centre over the provincial 
Governments ’ ’ from the points of view of the scope of these 
powers and the manner of their exercise. The first of the 
eight categories framed by the Commission seems to to 
be inevitable not only becatise central administration is vital, 
but also because a central Government without self-sulBcient 
central agencies, must be in a position to secure necessary 
action in provinces. The provision has indeed the sanction 
of usage, and is not objected to by any provincial Govern- 
ment. The second category is drawn in wider language than 
the corresponding category in Devolution rule 49. The Go^’'- 
ernment of Madras object to it on the ground that it gives 
the central Government too wide a measure of control. They 
would maintain the existing rule which provides only for 
inter-provincial disputes. The Government of the United 
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Provinces would accept* it only on “ the understanding that 
the Government of India will be restricted to use their 
powers principally for the purpose of collecting information, 
giving advice, and settling a common policy, and not for the 
purpose of interfering in the actual details of administration 
in any province The criticism of the Government of the 
United Provinces appears to us, to contain the answer to the 
objection of the Government of Madras. It is because, in 
many matters which were not in dyarchic constitutions 
transferred, a co mm on policy may need to be detei'mined 
without waitiilg for dispxites between provinces to ai’ise, that 
a new definition of central control must be sought. We agree 
with the Commission that the definition must be in very 
broad terms. But we also agree with the Government of the 
United Provinces that means must be sought whereby pro- 
vincial responsibilities may be safeguarded. The Govern- 
ment of the United Provinces would find these means in a 
definition of the spirit in which control will be exercised. The 
Commission have pro%dded a check in the personal and entire 
discretion of the Governor General to decide, in any given 
instance, the scope of control. We ourselves hope that that 
discretion, combined mth the restrictions on the method of 
control which we shall presently suggest, will allay fears that 
the intervention of the central Government may be exoes 
sive. 

No difficulty arises about the third category which is, 
however, not so much a matter of control as a distincr power 
which the centre must possess. In a preceding paragraph 
Wf have stated our views upon the fourth category regarding 
control of provincial borrowings. The fifth and sixth 
categories might, we think, well be ti*eated in the chain of 
relations between the Secretary of State, the Governor 
General and the Governor, and should not be classed as 
matters within the superintendence, direction and control of 
the central Government. The proposals t of the Commission 
regarding security services confer on the Secretary of State 
a power to require provincial Governments to employ these 
serriees in such nmnbers and in such appointments as he 
thinks necossaiy. They" also imply the power to exercise 
disciplinary authority. It might be convenient if the Secre- 
tary of State were to delegate to the Government of India 
suitable powers, possibly to the extent suggested* by the 
Government of the United Provinces. But we see no reason 
why this should be done by statute as the Commission appear 
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to contemplate. The phrase^ safeguarding of TmperiEil 
interests ” does not appear to ns to be entirely free from 
obscurity, but we feel no doubt of the need for some such 
provision gi^dng powers to the agents of Parliament. 

The seventh and eighth categories appear to us to be 
more suitable for classification as central subjects than for 
expression as powers of control. If they were s.o classified 
the requisite power of control would flow from the first 
category. We recognize, however, that difficult questions 
arise, as they have arisen elsewhere, for instance in Canada, 
regarding the participation of provinces in decisions reached 
by the Government of India in external affairs. The subject 
is a difficult one, and its solution will probably be found 
through the operation of practice and convention. But 
whatever procedure may be approved for reaching decisions, 
and we recognize to the full the desirability of previous con- 
sultation with provinces, it is clear that the final authoilty 
must rest with the central Government, in whom must also 
reside power to make the decision effective. 

We conceive of these powers being exercised, as central 
control is^ at present normally exercised, by way of consulta- 
tion, advice and even remonstrance. If, however, the Gov- 
ernment of India were unable by these methods to get its 
way, we would not confer upon it a further mandatory power, 
but would expect it to advise the Governor General to act in 
relations with the Governor. The chain of authority would 
be the Governor GeneraPs powders of supervision over the 
Governor, and the Governor's overriding powers over his, 
Cabinet. The machinery of control wffiich we have described 
seems to us to reconcile the claims of central and of provin- 
cial authority most conveniently. On the one hand, we do 
not desire to exclude the Assembly from discussion of 
matters ■which fall wdthin the proper scope of the central 
executive. On the other, we see objection to placing a 
Governor or his ministers in the position of receiving orders 
from an executive in relations with the Assembly. In 
practice the necessity of obtaining the decision of the 
Governor General, before it can be held that provincial action 
affects the interests of some other part of India, will be an 
additional security that the provincial field is not iinduly 
invaded by the powers of supervision, 

^ 202. Co-operation and co-ordinaition. — The recommenda- 

tions, of the Commission for co-operation between central and 
provincial Governments and for co-ordination of nation- 
building services do not, except in one other respect, involve 
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any new eonstitntional provisions. We have already accepted 
the suggestion* that it should be rendered constitutionally 
possible, under suitable restrictions, to assist provincial 
objects from central funds, and vice versa. “ Co-opera- 
tion ”,t say the Commission, “ should be secured by the 
general goodwill of the G-overnments concerned, rather than 
by the imposition of specific central control We agree, and 
although we recognize that the Commission also proposef 
that the central Government should “ in future have a more 
authoritative position than it now enjoys, constitutionally, 
in the transferred sphere ”, we think that the restrictions, 
placed on the second category of control will obviate danger 
of co-operation being secured, save in case of necessity, in any 
other way. 

£ - ■ THE SERVICES. 


203. The Indian Civil Service and Indian Police Ser- 
vice. — Continuance of recruitment. — The question of the 
steps to bo taken in regard to those services which are still 
recruited by the Secretary of State on an all-India basis, is 
one of gj'eat importance for the future administration of the 
country and, we think, for the successful working of the new 
cojistituTion AVhieh it is proposed to set up. The Statutory 
Commission have rightly said that the Indian Civil Service 
and the Indian Police^ Service stand in a class by themselves 
as the “ security services ”, upon which depend the organiza- 
tion and direction of the general administrative system and 
the maii^lena.nce of laAv and order. The Commission recom- 
mend that these two services should remain on an all-Ii±dia 
footing, and that recruitment for them should be made by the 
Secretary of State. ^ The majority of the local Governments 
<^®cidedly in favour of this recommendation, though 
within the Governments there are dissentient views. We our- 
selves have no hesitation in supporting the proposal of the 
Gommission. It has been objected that a provincial Govern- 
ment cannot feel unhampered in the exercise of its authority, 
so long as it is, not free to recruit all its services on its own 
terms and have the final voice in controlling them. The 
anomaly may be admitted, but it must at the same time be 
recognized that considerable risks will be taken if the direc- 
tion ot policy in all provincial subjects is transferred to 
popular Governments, and that, if simultaneously far-reach- 
ing changes are made in the administrative machine whose 

Policy, there is danger that the new 
system may start under a serious handicap. It is necessary 
to keep the administrative foundations sound, while the new 
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constitution is facing tlie difficulties wMch are likely to con- 
front it at the start. Whether, after these have been sur- 
mounted, it will be desirable to continue the recruitment of 
the security services on the present basis is a question dei>cnd- 
ing on conditions which cannot at present be foreseen. 

Alany of those who advocate the discontinuance of the 
present form of recruitment have no desire to dosti'oj' the 
existing organization. They recognize the value of the work 
the se rvices ma.y be expected to perform during the transition 
period, and would be prepared to face the temporary 
anoinaJy of retaining officers, who can look outside the 
province for the ultimate protection of their interests. 
But there is a large volume of opinion which argues that the 
existing body of officers, retaining- their existing privileges' 
and safeguards, will be sufficient to tide over the period while 
the new constitution is establishing itself, and that by the time 
they disappear their s,ervices will no longer be required. We 
think that those who hold these views do not take full account 
of the probable results of stopping recruitment. We believe 
that, a.s soon as it was announced that recruitment was 
stopped and that the all-India services as a whole were in 
effect being closed down, the existing numbers would dwindle 
far more rapidly than is desired. Nor would it be easy, if 
necessity arose, to resume recruitment with success after an 
interval, which would have broken the old connections and 
traditions. The discontinuance of recruitment would in effect 
amount to taking a final decision at a time when the condi- 
tions of the future are still unknown. For these reasons we 
hold that it is ess.ential to continue recruitment to these ser 
v’’ices on the existing basis. 

204. The same. — Recruitment by the Secretary of State. — 

It is generally agreed that a decision to continue recruitment 
for the security services involves the continuance of their 
recruitment by the Secretary of State. The justification for 
maintaining these services is that they furnish officers of a 
high standard to deal with matters, the efficient handling of 
which is a ])rimary interest of the country. It is of the 
essence of the case that the services should be able to attract 
the best material available. As the Statutory Commission 
point out, an all-India service has a much wider field of 
choice than py provincial service, and the status and 
traditions attaching to it attract the best class of Indian 
candidates, -while there can be no doubt that without the 
security which is afforded by the protection of the Sec- 
retary of State, British candidates of the present 
standai-d could not be obtained. It has indeed been sug- 
gested by the majority of the Bombay G-overnment that, 
while these two services should be retained on an all-India 
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basis, they should be recruited not by the Secretary of 
State but through, the central Public Service OommissLor., 
and that they should look for protection to the Government 
of India. Somewhat similar ideas are expressed in other 
quarters. We fear that this compromise does not really meet 
the difficulties that are felt on either side. On the one hand 
British candidates, have for a long time attached great 
importance to the protection of the Secretary of State, the 
value of which has been proved by experience. The Govern- 
ment of India is for them a distant body, whose general atti- 
tude to the questions that may affect them is unknown. Its 
protection will not give them the same sense of assurance as 
they dei’ive from the protection of the Secretary of State. 
On the other hand, so long as the services remain on an all- 
India basis and their pay and conditions are settled by a 
central authority, whether it be the Government of India or 
the Secretary of State, the objection that local Governments 
would be hampered in the exercise of their authority is not re- 
moved. We do not consider that any intermediate jjosition 
betweeii recruitment b 3 ’- the Secretary of State and provin- 
cialization is likely to prove satisfactory and, as we hold that 
the time has not come for provincialization, we have no hesi- 
tation in sniiporting the proposal that recruitment should be 
continued on an all-India basis by the Secretary of State and 
under the guarantee of his protection. 

205. The same. — Rates of Indianization. — ^All local Gov- 
ernments agree that, if the security services are to continue on 
an all-India basis, the existing rates of Indianization, which 
were fixed on the recommendation of the Lee Commission, 
should be maintained. These rates are calculated to produce 
an equality between the numbers of Europeans and Indians in 
the Indian Civil Service by 1939 and in the Indian Police 
Service by 1949. We propose no change in these rates of 
Indianization, which are indeed as rapid as appear to us to be 
consistent with the retention of the character and traditions of 
the two services. 

206. The same. — Future reconsideration. — We have indi- 
cated above our view that the continuance of re- 
cruitment for these two services must not be taken 
as implying an intention that they should be retained 
indefinitely. All local Governments are agreed that 
the matter should after some period be reconsidered 
in the light of conditions then existing. There is a 
considerable variety in the suggestions, made as to the period 
after which reconsideration should take place. The Punjab 
Government have suggested the year 1949, when the process 
of brmging the number of Europeans and Indians to an 
equality in the Indian Police Service will have been com- 
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pleted. The Government of Bihar and Orissa suggest 1939, 
the year in which a similar process in the Indian Oiyil Service 
should have been accomplished. The Central Provinces Gov- 
enmieni suggest that reconsideration should take place when 
equality of Europeans and Indians in each service has beeji 
reached. We doubt whether at this stage it is necessary to 
take a definite decision on the point, particularly as it seems 
to us inevitable that, when the proportions contemplated by 
the Lee Commission have been attained, the future of each 
service inust be fully reviewed. 

207. The Indian Forest Service and the Irrigation branch 
of the Indian Service of En^neers. — The Statutory Commis- 
sion did not reach any definite conclusion as to whether all- 
Tudia recruinnent should continue for the Irrigation branch 
of the Indian Service of Engineers and for the Indian Forest 
Service, None of the provincial Governments had recom- 
mended this conrsG, but the Commission were so much im- 
pressed by the importance of the work these two s,ervicea 
perform, that they felt the matter required further exanoina- 
tion. Local Governments have again expressed their opinions 
in the light of the considerations brought out in the 
report of the Commission. They are, however, still 

unanimous that there is no necessity to continue recruitment 
for the Forest Service on an all-India basis, and, with the 
exception of the Governments, of the Punjab and of Bombay, 
no local Government recommends that all-India recruitment 
should be continued t‘or the Irrigation branch of the Indian 
Service of Engineers. In two provinces recruitment for the 
Indian Forest Service has already been terminated as the 
result of the Lee Commission’s recommendations, and im- 
portant as, the work of the Forest Department is, we do not 
feel there is sufficient justification for continuing recruitment 
for the Indian Forest Service in the other provinces, contrary 
to the recommendations of the local Governments; It can 
only be for very special I'easons, such as those which apply to 
the two security services,, that recruitment by the Secretary of 
State can be justified for services which will be working under 
an autonomous provincial Government. In the cas,e of the 
Irrigation service the considerations are perhaps more evenly 
balanced. The revenue derived from the great irrigation 
works in certain provincejs is a vital element in^ provincial 
finance, and the irrigation system is one of the chief founda- 
tions of the economic prosperity and contentment of the 
people. The official members of the Punjab Government go 
so far as to say that the efficiency and initiative of the irriga- 
tion officer is a factor for internal stability, practically on a 
plane with that of the officer in the security services. If is 
easy to understand the anxiety expressed by the majority 
Lsl49RO 
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of the Punjab Government on the reserved side to retain 
what they regard as an insurance agains,t deterioration in a 
service of such vital importance to the prosperity and 
economic life of the province. The recommendation of the 
Bombay Government is also doubtless due to the fact that 
the whole future of Sind depends on the success of the Sukkur 
Barrage irrigation scheme, in which, moreover, a huge capital 
sum has been sunk. It would be rash lightly to disregard 
the views of the local Governments^ in a matter of such 
fundamental concern to them. At the same time, we are 
anxious that recruitment should not be continued under the 
guarantee of the Secretary of State unless the need for it 
is beyond all reasonable doubt. In all provinces, except 
the Punjab and Bombay, local Governments are pre- 
pared to take the risk of dispensing with recruitment for this 
service on an all-India basis, and we accept their views. 
We have not been able to reach a final conclusion in regard 
to the Punjab and Bombay. There would be obvious advant- 
ages,, we think, if it were possible to retain an all-India ser- 
vice for dealing with the great schemes of irrigation of the 
Indus valley, particularly as they affect two different 
local administrations. On the other hand, due weight must 
be attached to public opinion, and it would seem, from the 
views recorded by the Revenue Member and the Minister for 
local self-government^ in the Punjab, that there is definite 
opposition to the continuance on existing lines of recruitment 
for the Irrigation service in the Punjab. If it were decided 
that recruitment should be maintained on an all-India basis 
for the Punjab and Bombay, it would be for further con- 
sideration whether this recruitment should be carried out by 
the Secretary of State, as recommended by the Punjab Gov- 
ernment, or by the Public Service Commission, on behalf of 
the Government of India, as recommended by the Government 
of Bombay. Whatever may be the decision in regard to the 
Punjab and Bombay, we are agreed that in other provinces 
recruitment by the Secretary of State for the Irrigation 
branch of the Indian Service of Engineers should not be con- 
tinued after the introduction of the new constitution. 

208 . The central services, — The Statutory Commission 
have made no reference to the position of the central ser- 
vices, which work under the Government of India. For the 
most part the control of these s,ervices has been vested by 
the recent civil services (classification, control and appeal") 
rules in the Goyernment of India. But the Secretary of 
State in Council is still responsible for the recruitment and 
wntrol of the Indian Political Department, the Indian 
Ecclesiastical Establishment, persons appointed outside India 
to the superior telegraph engineering and wireless 
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branches of the Indian Posts and Telegraphs Department and 
a few civilian officers holding posts which are paid from 
arm 3 '' estimates. He also recruits officers appointed outside 
Tnflia to the Superior railway services, and controls the com- 
paratively few officers holding the King’s commission on the 
active list of the regular army and the Royal Indian Marine, 
who are employed in certain central services. We assume 
that the Statutory Commission intended that there should be 
no change in these respects. That is also our view, except 
in so far as recruitment for the superior telegraph engineer- 
ing and wireless branches of the Indian Posts and Tele- 
graphs Department is concerned. We do not think it is 
necessary that the Secretary of State should continue in 
future to carry on British recruitment for this service. Its 
cadre is small. British recruits are not likely to exceed on 
the average one in two years and the number may even be 
less, and we have no reason to doubt that the Government of 
TriHifl will be able, without the assistance of the Secretary of 
State, to obtain suitable British recruits in the numbers re- 
quired. 

209. Safeguards and conditions of service. — ^It is common 
ground that whatever may be the decision as to future 
recruitment of the all-India services, the officers at present 
in these services should be encouraged to remain, and should 
retain all their exiS|ting rights, safeguards and prospects. 
Further, as we explain later in our observations on the Coun- 
cil of India, we recommend that changes in the statutory rules 
affecting the service® should be made in consultation with a 
body which represents service experience. One important 
factor in the retention of the existing officers of the all-India 
sem lees is undoubtedly the right of premature retirement. 
This right is at present possessed by all officers in these ser- 
vices, except the more recent recruits of Asiatic domicile. 
Generally speaking, under existing orders, the option to retire 
prematurely extends only for twelve months after the transfer 
of power proposed by the Conamission has taken place. All 
local Governments agree with the Statutory Commission that 
the right of premature retirement should be continued, with- 
out limit of time, to any officer who might under the present 
rulds have so retired on the coming into force of the new 
constitution. We have no doubt that the extension of this 
privilege is essential. If an irrevocable choice is presented 
at a particular moment, there is a serious risk that a large 
number of valuable officers would decide to retire. The ex- 
perience of the past has demonstrated clearly that officers 
are more likely to remain while the option of retirement is 
kept open. 

The Co mmi ssion recommend that those, who are recruited 
after the introduction of the new constitution, should enjoy 
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tiiie same rights, privileges and safeguards as members 
recruited before the change, except in respect of the right of 
premature retirement. They do not consider it is reason- 
able that those who enter the s,ervices -with full knowledge of 
the conditions should be granted this right. In principle we 
accept this view, but, in agreement with more than one local 
Q-ovemment, we regard the mattoi- as one that will have 
to be decided in accordance with the practical considera- 
tions of fact. If satisfactory recruits can be obtained 
without the grant of this privilege, there is no reason why 
it should be granted. But -vve do not think it would be wise 
to run the risk of losing the recruits required for the all-India 
Services, merely on this point of principle. It does not foLow 
that it would be necessary to extend to new recruits the 
precise scheme which is, open to existing members of the 
services. We think that the suggestion made by the United 
Provinces Grovernment that rights of retirement should be 
offered after fixed periods of service, the earliest of such 
periods being twelve years, might well be considered, should 
the necessity for making this concession arise. 


210. Security of pensions, family pensions and provident 
funds. — The replies of local Governments indicate marked 
uneasiness among members of the all-India services in regard 
to their pensions, family pensions and provident funds. On 
these questions we endorse the recommehd'ation* made bv 
the Indian Statutory Commission. They point out that they 
are not proposing any change which Avo^d bring pensions 
into jeopardy, but, following the Lee Commission, they recom- 
iiioiid tliat, if any statutory change is made hereafter 
involving the transfer of the financial control in this regard 
now exercised by the Secretary- of State in Council, adequate 
provision should at the same time be made for safeguarding 
se^ice pensions. We assume that their recommendation was 
intended to include family pensions and provident funds. 
Ihis is a matter to which we attach great importance, and we 
trasf that an assurance on this point will be given bv His 
Majesty s Government, and that it may be found possible to 
restate with reference to present conditions, in terms as ex- 
AT the principles set forth in paragraph -i of 

Mr Monta^ s despatch No. 5-Public, dated the 9th February 
in the meantime we are examining, in connection with 
Amrious memorials received from members of the services 
the question vdiether it is practicable to supplement S 
assurance by measures which will give a greater sense of 
security to the seiwices, and we propose to addreiss you 
separately on this subject a t an early date. 

••Volnme II, para. 332. 
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211. Other recommendations. — ^We accept in principle the 
proposals of the Commission in regard to the establishment 
of provincial Public Service Commissions. There are certain 
other matters of less importance on -which we shall address 
you separately. 

BJ5LATIONS WITH THJB STATES. 

212. The federation of all-India a distant ideal. — The 

relations which should obtain between British India and 
the Indian States raise difl^ 3 ult questions inomediatel and 
remote, both of which have been discussed* by the Coimms- 
sion. We readily accept the ideal of an ultimate federation 
of all-India, and agree -viuth the Commission that the 
Indian States and the pro-vdnces of British India preserve 
remarkable cultural affinities, and are slowly working out a 
common destiny. We recognize the geographical, economic 
and political unity of British India and the States, but we 
share the repugnance of the Commissio.n to pronounce dog- 
matic conclusions. The ideal which has received general 
acceptance, and which we also accept, isf “ some sort of 
federal arrangement ”. Deep-seated difficulties arise from 
the heterogeneity of the units to be federally associated, and 
from the wide range of matters to be made subject to control 
from a common centre. The Commission remark that ulti- 
male fedcj’ation cannot follow any known pattern, and 
we doubt whether any advantage is to be i^rived from 
attempting now to sketch the ultimate form of future 
political association between British India and the States. 

Federation might possibly be evolved on some such lines 
as have been followed in the Dominions or in federal countries 
elesewhere, but we refrain at this stage from following the 
Commission into an examination of the methods by which the 
end might be reached. The example of Canada has appealed 
to them, but the Commission go no further than to say that 
indi-ridual adhesion is a possible method of approach. We 
are ourselves by no means clear that adhesion to the legisla- 
ture of British India holds out greater promise than the ex- 
pansion and development of the Council for Greater India, 
and we hesitate to assume that the relations existing between 
the pro-vinces of British India and the centre wiU not neces- 
sitate a permanent central legislature for British India, deal- 
ing -with matterfe which are of concern to British Tridia alone, 
and to which the States could not appropriately be admitted. 
We think that the way should be left open for the continued 
existence, if necessary, of the British India legislature for 
British India purposes, and for the possible creation of an 
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all-India legislature in which both the States and the pro- 
vinces would be represented. 

In short, the time has not yet come for a choice to be 
made. A federation of all-India is still a distant ideal, and 
the form which it will take cannot now be decided. The duty 
before us at this stage is to assist in arranging the prelimi- 
nary setting and in removing obstacles from a still untrodden 
path. Without indulging in remote speculation, we think 
it more profitable and necessary to examine the concrete pro- 
posals which the Commission make for immediate action- 

213. Paramountcy. — We have already intimated, in the 
course of our examination of the structure of the central 
executive, our acceptance of the Commission’s suggestion that 
the exercise of paramountcy should no longer be a function 
of the (government of India. We propose now to discuss the 
suggestion in some detail. 

At the outset we accept the important distinction made 
by the Statutory Commission between the exercise of para- 
mountcy on the one hand and, on the other, the normal treat- 
ment of matters which are of common concern to the States 
and to British India. It is only in respect of the former that 
the Conmaission recommend that the Viceroy should be 
statutorily vested with the functions now exercised by the 
Government of India ; and the Princes themselves ask for 
nothing more. The object of the proposed transfer is not to 
change but to perpetuate the present location of responsibilitj' 
with the agents of the Crown, and the need for it arises partly 
from the anticipated increase of the responsibility or respon- 
siveness of the Governor General in Council to the British 
Indian legislature, and partly from the formulation of 
the ideal of a federated India. Whatever legal or constitu- 
tional arguments might be advanced to the contrary, it is in 
practice essential that the obligations of the Crown towards 
the Indian States should continue to be discharged through an 
agent whom the Crown is able fully to control. At the same 
time, as the Commission point out, it is in the last degree 
improbable that the States would ever assent to the idea of a 
federal a^ociation, whose democratically controlled executive 
could claim to exercise rights of paramountcy over them- 
invasions or limitations of the autonomy of 
tne States must come not from the Government of British 
India, but from the representative of the British Crown, to 
whom alone the Princes admit alleg^iance. 

have anxiously considered whether the object as 
defined above could be achieved by any means less drastic 
than those advocated by the Indian States Committee and 
tile Statutory Commission. Our opinion that there is no 
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satisfactory alternative is not entirely unanimous. One of 
us holds tile view that the arrangement, under Which the 
exercise of paramountcy is constitutionally vested in the 
Governor General in Council, should not be disturbed, except 
to the extent of providing that those members of the Governor 
Generates Council, who may in future be responsible to the 
central Jegislatiire, should be specifically deJbarieJ from 
participation in ^ the disposal of such business. In other 
words he considers that, in the event of the introduction of 
dyarchy into the central Government, all matters relating to 
paramountcy should be classified as ‘ reserved \ If, 
however, the central Government is to be unitary, subject to 
the reservation of overriding powers for the Governor 
General personally in certain matters, the exercise 
of paramountcy should, in his view, undoubtedly be a 
matter in which the Governor General should possess such 
powers subject only to the control of the Secretary^ of 
State. He further considers that, if his views as summarized 
above do not meet Avith acceptance by His Majesty’s Govern- 
ment and if members of the Governor General’s Council are 
to be relieved of all responsibility in regard to the functions 
of paramountcy, that responsibility should be vested in the 
Governor General rather than in the Viceroy. In urging 
this view (which for reasons explained below the remainder 
of us are unable to endorse) he is actuated by the fear that, 
if at some future date the offices of Viceroy and Governor 
General were to become distinct and to be held by two 
separate persons, baffling and undesirable complications 
mig'ht ensue. His general attitude towards the whole 
question is that the contemplated change involves a very 
drastic separation between British India and the States, 
which is calculated to render their eventual fusion more 
difficult than would otherwise be the case. 

We realize that this latter view is held in considerably 
stronger form in other quarters also, and that there exists a 
suspicion that the vesting of the functions of paramountcy 
in the Viceroy must, and may even have been expressly 
designed to, hamper and delay the progress of India as a 
whole towards true autonomy. We doubt, however, whether 
this suspicion would be dispelled by the adoption of the com- 
promise favoured by our colldague. The dyarchic arrange- 
ment which he contemplates would be at variance with our 
ideas as to the future constitution and functioning of the 
Governor General’s Council, and could, at the best, be only a 
temporary makeshift which would avoid rather than solve the 
ess,ential problem. The alternative proposal that the rights of 
the Princes should be safeguarded by the vesting of over- 
riding powers in the Governor General is open to the objection 
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that it would afford the legislature a constitutional locus 
standi in a sphere which, as our colleague himself admits, 
ought to be reserved for Parliament and the Crown, and would 
create a position with wide possibilities of friction and mis- 
understanding. Finally, both alternatives would entirely fail 
to satisfy the Princes, whose hopes for the future are centred 
in the solution which we are advocating. We consider that 
that solution tends to unity rather than to dissidence. We re- 
gard it, in fact, as by no means inconceivable that the sur- 
render of the functions, of paramountcy to a democratically 
controlled Government of India would lead in no short space 
of time to open defiance of the latter, and perhaps even to 
hostilities. It may be argued that the Government of India 
is not yet democratically controlled, and that the change 
which we are advocating might well be postponed until that 
contingency has arisen. We would reply that we are 
satisfiied that any such delay would be dangerous. The 
influence of the legislature upon the central Government is 
already sufliciently great to justify the misgivings which the 
States entertain. Nor is any one likely to argue that they 
are mistaken in anticipating that it will rapidly increase. 
So long as this constitutional question remains open it will 
be a focus of controversy and friction, and the postponement 
to some future time of a decision which we regard as in- 
evitable will only increase the difficulty of its eventual appli- 
cation. If it is defended and enforced now on the grounds 
which we have described above, we trust that public opinion 
may be brought to realize that it iis not so comprehensive or 
disturbing a measure as it has been represented in some 
quarters to be. In all matters, where British Indian inter- 
ests are concerned, British India will, as at present, have 
full constitutional opportunities for expressing, and, with 
due regard to the rights of the Stateis, enforcing her desires. 
And even in affairs internal to the States there will be no- 
thing to prevent the Viceroy, if he so wishes, from obtaining 
the opinion of his Council in any matters which, by reason 
of their nature or intrinsic importance, seem to require 
scrutiny from the British Indian standpoint. 

It will be observed that we have, in the foregoing 
observations, been at pains to use the term ‘ Viceroy ’ in 
preference to that of ‘ Governor General It is, in fact, 
our considered opinion that the Governor General should 
hei eaf ter be appointed under the dual designation of 
Viceroy aiid Governor General, and that his functions in 
regard to the exercise of paramountcy should be statutorily 
i^ested in him under the former designation. The argu- 
ments on which this proposal is based, though in part 
sentimental, appear to us to be cogent. It is on the King 
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centred, and it is towards the Viceroy, as His Majesty’s 
representative rather than as the Governor General of India, 
t}i8>t tlioy foci that rospGct and devotion which is so valnable 
a factor in our dealings mth them. 

214. Matters of common concern. — With regard to mat- 
ters of common concern the Commission make three definite 
proposals, namely, that a list should be prepared of those mat- 
ters which are of common concern to the States and to British 
India ; that there should be included in the preamble to 
any new Government of India Act a recital which would put 
on record t^ desire to develop that closer association between 
the Indian States and British India which is the motive force 
behind all discussions of an eventual federal union ; arfd 
that pTOvision be made for the creation of a Ooun- 
eil for Greater India for the purpose of joint consultation on 
matters ot common concern included in the list. 

We support these three suggestions, but make the fol- 
lowmg general observations. The list of matters of com- 
mon concern is to include from the outset thirteen matters 

of the range of the Government 
I ts a noticeable omission, presumably in 

accord with the Commission’s recommendations to remove the 
^ministration of the army from the Government of India, and 
a committee on army affairs on which the States 
o ^® ^iv6n representation. The list is to be included in 
•a schedule to the Act and the matters included in it will 
be brought up for joint deliberation. The require- 
ment ut join, deliberation imposes a restriction upon the free 
f n" Glovernment of India, but we take imte that the 
list lb to be made in consultation and by agreement. 

objection to a recital in the preamble which 

the fifture ‘^^Buf i^^the^^ f co-operation in 

tne nuuic. J3ut in the form given to the recital* in the 

report there is approval of the principle of joint delibS-ation 

w matters of ^mmon concern at the discretion of the States 

We conceive that the form of the recital will be determined 

by the conclusions reached as to the nature and functions of 

Greater India. Representation on the Council 

regarded as participation in a mntnal privilege but 

the view may be taken that its creation imposes a oonstitu 

Gonal limitation on the free action of the G^v^ri^ent of 

Brit^h India. The implications of the recital proposed bv 
the Commission are that while British India is eiteS no diJ 
cretion and must submit to discussion of its functions, so ii 
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as they fall within the list of matters of common concern, for 
the States submission is optional. No Indian State need come 
within the scheme, unless it so desires. 

215. The Council for Greater India. — The provision for 
the Council for Greater India is a statutory discretion in the 
Crowm lo create the Council for purposes of consultation. We 
have no particular comments to make on the suggested com- 
position of the Council, or on the proportions proposed 
respectively for the representation of the States and of 
British India. We thinlj it probable, however, that on prac- 
tical grounds it might be necessary to increase its total mem- 
bersljip to not less than 60, of whom about 20 might be re- 
presentatives of the States. As to the scope of the functions 
of the Couticil, the power given to the Viceroy to certify 
from time to time such other matters as he may consider 
suitable for consideration by the Council introduces elasticity, 
but the demand might be made from the British India side 
that additions to the list should be made only by rule. We 
agree that the functions of the Council should be consulta- 
tive only, but in some respects the conseqiiential proposals* 
made by the Commission induce misgiving. Instead of re- 
porting to the central legislature and to the Chamber of 
Princes, a more suitable arrangement might be that it should 
advise the Viceroy and Governor General. In the second 
place Ave pe doubtful whether the Council should possess 
ihe administrative power of appointing committees of in- 
vestigation and report. Lastly, since the Council is itself to 
be composed of mixed elements we are not entirely satisfied 
of the need of any provision for meetings of a joint com- 
mittee drawn from the Council and from the central 
legislature. 


^ These however are matters of detail susceptible of ad- 
justment by discussion. In the meantime we repeat our gene- 
ral agreement with the Commission’s suggestions. We re- 
gard them as a valuable contribution to current political 
thought on an exceedingly difficult problem, and we trust that 
they may attract support both from the Princes and from the 
representatives of British India at the Bound Table Confer- 

6HCG» 


financial relations.^Before we leave 
With the States we take this oppor- 
5 rP ^ <^®^®lopments outside the recommendations 

tit years past 

the St^es have been claiming a share in the customs revmiie 

of the Government of India. These claims were presented in 
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considerable detail before the Indian States Committee, •which 
recommended that an expert committee should be appointed 
to enquire into the reasonable claims of the Statesi, or groups 
of States, to a share in the customs revenue, as also into any 
reasonable claims under other heads, and at the same time in- 
vestigate the adequacy of the contributions of the States to 
Imperial burdens. Subs,equent to the publication of the re- 
port of the Indian States Committee, the claim of the States 
has developed into something ■wider and more comprehensive 
than a request for a share in the customs revenue of British 
India. They ask in effect for a survey of the whole field of 
their financial and economic relations with the Government of 
India. 

In their report* the Indian States Committee rejected 
the contention of the Princes that the indirect taxation of their 
subjects by means of our customs tariff is ultra vires from 
the iJoint of view of international law .^nd partakes of the 
nature of a ti’ansit duty. Our own exhaustive examination of 
the claims put forward has failed to reveal any ground on 
which reJief can be claimed as a matter of right, either under 
Ireaty obligations or from past practice ; and our broad con- 
clusion has been that the question is but one aspect of the 
man>-sided problem of the political evolution of India and of 
the future relations, especially the future financial relations, 
between the Government of India and the Indian States. AVe 
have, however, long been conscious that, from the point of 
view of equity, the operation of the customs tariff has pro- 
vided the States, or at any rate some of the most important 
among them, with what they believe to be a grievance. There 
is the further consideration that for the reasons anticipated 
in Sir Walter Layton’s scheme, the bt^dens imposed on the 
States through this indirect taxation of their subjects may 
become heavier in the near future. 

217. The need for a solution. — ^Apart however from con- 
siderations of equity, there are now new arguments of even 
greater practical importance which in our view necessitate 
an early review of our financial rela'tions with the Indian 
States. In the first place such a re'sdew seems to follow in- 
evitably upon the proposal that the Viceroy and not the 
Governor General in Council should be the sole agent of the 
Crown for the exercise of paramountcy over the States. If 
this proposal is approved British India may maintain that 
its own legitimate revenues should not be called upon to 
defray the expenses of this new relationship. We anticipate 
therefore that it may become necessary to have a completely 
separate ‘ ‘ political ’ ’ budget directly financed, so far as may 
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be found possible, from the contributions of States and their 
subjects, which at present fall to British Indian revenues. 

Secondly, though we are, as we have stated, in full agree- 
menl with that portion* of the Statutory Commission’s report 
which recommends the creation of a Council for Greater India 
for ihe treatment, in a consultative capacity, of matters 
of all-India concern, we think that the consultations of such 
a Council would have much more reality and practical useful- 
ness if the States had a definite financial interest in that por- 
tion of the agenda which relates to the indir<>o-t taxation of 
their subjects. 

The third and most important consideration is that 
the natural and harmonious development of the financial and 
economic programme, suggested by the Statutory Commission 
for expanding the resources of British India, would be much 
more effectively pursued if the co-operation of the States 
could be assured. Sir Walter Layton hast expressed the 
opinion that, if his proposals are to succeed, “ some means 
must bo found of harmonizing financial policy in the two 
sections of the country ”. 

218. The possibilities of conflict. — ^In our view the require- 
ments of the future will demand such a harmony not only 
in the sphere of finance and taxation, but also in such matters 
as legislation affecting the conditions of industry. For 
example unless the co-operation of the States can be secured, 
there is a real danger that the absence of restrictive Factory 
Acts may attract industries to the Indian States to the detri- 
ment of British India. In the sphere of finance and taxation 
the need for uniformity of practice between British India 
and the States is becoming increasingly important. There is 
the obvious case of the income-tax, in regard to which a dis- 
parity of rates may lead to a removal of business from British 
India, a danger which becomes greater as the rates of income- 
tax increase. Again the development of ports in certain 
maritime States has raised questions, Avhich concern not onlv 
our sea customs revenues but also the conflicting interests 
of traders in various parts of India. In so far as the customs 
revenues are concerned, we have taken such action as 
appeared to us necessary and justifiable for the protection of 
our interests, but such measures cannot fail to be attended 
by friction, controversy, and administrative inconvenience, 
and we should greatly prefer an agreed settlement, which 
would remove all obstacles to the natural and harmonious 
development of India’s communications by sea and land. 
Lastly, if v.^e are in future to develop our financial resources 
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by re^sorl to new all-India excises of the nature contemplated 
by Sir Walter Layton, the co-operation of the States will be 
essential. This need can be easily established by a single 
illustralion. If the manufacture of matches were to be per- 
mitted without excise restrictions in State territory, the con- 
sumption of untaxed matches in British India on a very large 
scale would inevitably follow, and no system of customs 
barriers could be developed on a sufficiently wide scale at a 
sufficiently reasonable cost to prevent that consequence. 

219. An economic union. — We have given this brief state- 
ment of an impending problem in order to indicate that, when 
discussion turns on ways and means to bring about an asso- 
ciation between British India and the States, the matters at 
issue are not academic. Important practical considerations 
are involved. The financial and economic issues already 
raised between the two component parts of Greater India 
necessitate early solution. We do not claim to have formed 
decided views. The whole question must inevitably be con- 
sidered at the Round Table Conference, when representatives 
of the States and of British India will have equal oppor- 
tunities of expressing themselves. We can at this stage do 
little more than put forward certain principles which appear 
to us likely to govern the case. 

In tlie first place, there can be no diminution by the 
Government of their right to levy and retain customs duties 
on all goods imported at British India ports, even though 
destined for consumption in Indian States. But the Govern- 
ment of India can in our opinion properly agree to review the 
position on equitable grounds, for the reason that the customs 
revenue and import duties have in recent years come to bear 
a substantially different significance to that which they bore 
when the original treaties and arrangements with the States 
were settled. 

Secondly, if consent be given to take into account con- 
siderations of equity in a review'^ of the customs situation, it 
should be counterbalanced by a simultaneous review of the 
position as regards the States’ contribution to the cost of 
defence and of other Imperial services, which relieve the 
States of expenditure or contribute directly or indirectly to 
their benefit. Financial investigations would therefore cover 
the whole field of claims by the States against British India 
revenues, and counterbalancing claims by British India 
against the States. ' ' 

When the accounts of both sides have been drawn up, 
some States may be found to have a credit balance ; others 
may be found to be making less than a proportionate contri- 
bution to Imperial burdens. For this reason, no financial 



1&8 


settlement should be made with individual States that does 
not have regard to the entire account. Each settlement must 
be an integral part of a general settlement between British 
India and the States as a whole. Further, before any financial 
settlement be entered into, the States concerned should bind 
themselves to the adoption of a policy uniform with British 
India, in regard to such matters as commercial and industrial 
legislation, the level of their excise duties, and the rate of 
their income-tax. The proceeds of such uniform taxation, 
including customs duties collected by maritime States at their 
ports, should be credited into a common pool with a view to 
its ultimate distribution on such equitable principle as may 
be agreed upon, and there should be full facilities for inspec- 
tion by an all-India inspectorate staff, in the recruitment and 
control of which the States would have a share. 

In no case would retrospective effect be given to any 
financial settlement or part thereof. 

220. A settlement by a^freement. — ^We set out these broad 
principles for general consideration. We recognize that con- 
troversial issues are raised, but the problem is pressing, and 
it is essential that such solution as may be reached should 
carry conviction on both sidesj in the States and in British 
India, that the interests of neither have been ignored or 
sacrificed. It seems to us that the best occasion for reaching 
an agreement satisfying this condition will be afforded by 
the forthcoming Round Table Conference, and we recommend 
that every advantage should be taken of the opportunity. If 
there were to be complete agreement as regards principles, it 
VvotiM remain only in the case of each State to translate those 
principles into terms of a financial settlement. A second 
alternative, the possibility of which we do not exclude, 
would be an agreement between the representatives of the 
States on the one side and of British India on the oilier, that 
the whole question of the future financial and economic 
lelations should be referred to an arbitral tribunal, whose 
decision would be accepted as binding on both parties. 

THE HOME GOVERNMENT. 

221. The executive authority of the Secretary of State.— 
In an earlier portion of this despatch we have described the 
constitutional importance attaching to the recommendation 
made by the Indian Statutory Commission that the members 
of the central Cabinet should be appointed by the Governor 
General. We have sought to show in what way such an 
arrangement will affect the relations of the executive with 
the legislature, and to suggest how the recommendations 
of the Indian Statutory Commission might • be developed 
into a working partnership in administration in India, When 
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wo proceed to consider more closely how a central Cabinet 
resting on such a basis should be related to authority in 
England, we think that the general tenor of the recom- 
mendations of the Indian Statutory Commission involves 
that the Secretary of State shall in future exercise over the 
Government of India only a power of superintendence, direc- 
tion and control. We consider it of some importance to 
place beyond possibility of doubt a position which to some 
minds may appear obvious, for the “ doctrine of agency ” 
has at times been strongly pressed. In earlier years this doc- 
trine encouraged a tendency to bring the Viceroy into the 
same relation to the Secretary of State as that in which an 
Ambassador or Minister at a foreign court stands to the 
Secretary of State for Foreign Affairs, and it was relied upon 
by Lord Morley in asserting for the Secretary of State the 
extreme power of giving direct orders to every officer in India 
fi‘om the Governor General to the humblest servant of Gov- 
erument in the districts. 

In future, according to the recommendations of the 
Indian Statutory Commission, the power to appoint the mem- 
bers of his Cabinet, alike in provinces and at the centre, 
would rest with the head of the administration. This ap- 
pears to involve that the f ) overnnr General and Governors 
would conduct the administration with advice from members 
of their Cabinets and under the control, greater or less, of 
the Crown. Provincial Cabinets would, save for the over- 
riding powers of Governors, and a limited superintendence 
from the centre, be subject only to control by proviiKual 
legislatures. As regards the centre, “ *the executive " 
say the Commission, “ will to an increasing degree be 
resjjonsive to the will of the federal representatives ”. 
Such an arrangement in our view would seem to 
preclude the retention by the Secretary of State of a primaiy 
power of administration devolved upon him from the Crown. 
The future constitutional position in the presence of execu- 
tive Governments so constituted would naturally be that 
the administration w^ould become ve.sted in the Crown, 
and o.vercisable at the centre by the Governor General and 
in provinces by the Governor, but subject to such superintend- 
ence and control on behalf of the Crown as might in each case 
be found appropriate. The scope of the authority of the Sec- 
retary of State would then be two-fold. First, he would be 
the adviser of the Crown, or, if devolution were made to him, 
the first executive authority for matters removed from the 
■jurisdiction of the Government of India. For instance, the 
original authority for the making of treaties, the exercise of 
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paramotintoy, the contraction of loans of particular kinds, and 
the recruitment of certain services might vest in the Seci’e- 
tary of State. But his duties of this nature would be limited 
to the particular matters, specifically removed from the gene- 
ral devolution of authority from the Crown to the Governor 
General or the Governor. Second, the Secretary of State 
would exercise powers of superintendence, direction and con- 
trol pver heads of administrations, corresponding to tlie obli- 
gations laid upon them. 

222. The Secretary of State’s powers of superintendence, 
direction and control. — ^We have already explained how our 
conviction of the necessity for a partnership between Britain 
and India has led us to the conclusion that Parliament should 
consent to specify the purposes for which alone it will assert 
its authority in the administration of India. We are accord- 
ingly unable to accept what we take to be implicit in the 
^recommendations of the Indian Statutory Commission, 
namely, that the Governor General in Council must in terms 
continue to be subject to the undefined control of the Secre- 
tary of State, but that in practice the intervention of the 
Secretary of State should depend very largely upon the atti- 
tude of Parliament. In regard to provincial administration 
we agree that t‘ ‘ it should no longer be open to the Secretary 
of State to issue orders on matters which are of no concern 
outside the. province itself, other than the limited class in 
regard to which special powers are reserved to the 
Governor ”. We agree also that at the centre the personal 
powers of the Governor General should be placed under the 
unrestricted control of the Crown. But it is implicit in our 
recommendation for a specification of the purposes of 
Parliament that .both’the Governor General’s special powers, 
and also the Secretarj;- of State’s powers of superintendence, 
direction and control, should have no other extension than 
these purposes. 

223. The power of appropriation.— The disposition of 

executive authority, which we have just suggested, has its 
natural parallel in the field of finance. It implies a corres- 
ponding disposition of powers of appropriation. At present 
the revenues of India vest in the Crown. In theory all appro- 
snhject to the control of the Secretary of State 
in Cormcil and requires the concurrence of the Council of 
India. But rule and practice have brought about a wide de- 
parture from the theoretical position. In regard to voted 
expenditure the power of appropriation has passed to the 
iGgislci jUi 6& in India and to tho dovornors and tli© Grovernor 
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General, and in regard to non-voted expenditure is exercised 
by the Governments in India. Provincial Governments, in 
consequence of the devolution of authority and the allocation 
of j'ovenues made to them, do not require the previous sanc- 
tion of ihe Secretary of State or of the Council of India 
before approaching their legislative councils for voted supply, 
or appropriating moneys for non-voted expenditure. The 
Government of India, liowever, are required to submit their 
annual proposals for appropriatioji for the previous sanction 
of the Secret aiy of State and the Council of India, receiving 
for non-voted expenditure authority to make the necessary 
appropriation, and for voted expenditure what is, in effect, 
peitmissio'u to obtain what supply they can from the 
Assembly. This position we regard as administratively 
neither necessary nor convenient. If the Governor Genei’al 
is to be made by statute primarily responsible for His Majes- 
ty ’s_ Government in India with advice from members of a 
Cabinet which he will himself select, the power of appropria- 
Uon sliould in the first instance and by statute lie with him and 
his legislature. This necessity vlll he the more apparent if 
Parliament accept the propriety and wisdom of defining the 
purposes for which it will control the Government of India. 
For if the interest of the Secretary of State is limited to the 
fulfilment of these purposes, it would seem unnecessary that 
he should concern himself with the details of the Indian 
budget, or that the whole annual scheme of Indian finance 
should be subjected to close and meticulous control. 

224. Method of specification of the powers of the Secre- 
tary of State. — We have already described in this despatch 
certain prrrposes which Parliament will be interested to 
secure. It is not possible in the circumstances in which this 
despatch is written to explore the whole field. The formu- 
lation of precise and exhaustive prescriptions is a matter to 
be undertaken at greater leisure. But our conception of 
partnership demands that Parliamentary purposes should 
be capabie of definition. Our argument would, therefore, 
be incomplete if we did not show that, as we consider desir- 
able, specification of the functions of the Secretary of State 
is likely to prove feasible, and if we gave no indication of 
lines on which it might proceed. We gather that the Indian 
Statutory Commission, although like ourselves the> were 
unable to pursue a detailed enquiry, regarded it as' not im- 
possible that such a definition should be made. For they 
make the following remarks : *“ It may be that fields of 
administration can be mapped out, in which it can be said 
with confidence that no question will arise upon which TT>a 
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Majesty’s Government would f^el bound to reserve to itself 
the final decision, notwithstanding the agreement of the Gf>v- 
ernment of India and the Indian legislature. We cannot 
ourselves suggest one and are, therefore, unable to recom- 
mend any extension of the principles of the ‘ fiscal conven- 
tion ’ We ourselves approach the problem from a some- 
what different angle, having regard rather to general pur- 
poses, which must be secured by Parliament in whatever field 
of adnodnistration they arise, than to particular subjects 
which can be made immune from or liable to Parliamentary 
intervention. But we recognize that a demarcation which 
seeks to give to Indian administration the fullest reasonable 
degree of freedom from external control, must, even if it 
starts from broad principles, descend to the consideration of 
particular functions. The distinction will be perhaps more 
clear if we consider the methods by which the necessary 
specification could be made. Three methods have suggested 
themselves to us, namelj' positive enactment, statutory rules, 
and some form of declaration, possibly made by the Secretary 
of State and accepted by Parliament. The method of positive 
enactment appears to us to be unsiutable, because our aim is 
to define the purposes of inteiwention in such a way that they 
may be capable of changing as circumstances permit in tlie 
direction of greater freedom in the Government of India. 
The method of declaration may be appropriate for purpose.s 
of illustration, and in order to set forth the spirit which will 
animate the operation of formal provisions. But we would 
not expect it bj'- itself to prove sufficient, for the differen- 
tiation which we seek must, we anticipate, be placed ulti- 
mately on a statutory basis, if Indian opinion is to have ade- 
quate assurance. Such a basis might, as in the past, be 
found in statutory rules. We do not contemplate that these 
rules would effect a tripartite classification of subjects, 
adding to the existing classification of function® as central 
and provincial a third, category of Parliamentary subjects. 
The existing classification proceeds from the assumption that 
all functions of government, with certain exceptions, are 
exercised by authorities in India, and arranges these func- 
tions in central and provincial compartments. What we 
would seek to do is, while respecting that almost exhaustive 
allocation of functions to authority in India, to define the 
objects for which Parliamentary intervention in central 
administration may be practised, whatever function of 
government may be concerned. It would seem to follow that 
an appropriate method of specification would be to drav.’ tlie 
statutory rules in a broad and general form with reference to 
the purposes of intervention, and if it were found necessary 
to bring them into close relation to the classified functions of 
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goveriimeut to amplify the rules by some stibsidiary declara- 
tion, illustrating or it might be limiting the application of the 
several rules to the several functions. 

225. Statutory rules. — A precedent for what we seek may 
be found in the existing rules under section 19A of the Gov- 
ernment of India Act, relaxing the powers of the Secretary 
of State to control the administration of transferred subjects 
in provinces. These rules are broad definitions of certain 
purposes of control, and, so far as we are aware, their trans- 
lation into detailed practice has been attended with little diffi- 
culty. In the central field, however, which we are now con- 
sidering, the purposes to be secured are more important and 
more pervasive of the administration. We have given such 
consideration as time permitted to an exploration of the 
ground to be covered, and in the portions of this despatch 
dealing with central finance and with commerce we have 
explained in some detail the views which we entertain. We 
are not, however, in a position to draft the rules which we 
would regard as suitable. We can at present do no more 
than suggest categories of interests in the hope that our 
object at this stage, namely, to show that specification is 
likely to prove feasible, will be thereby attained. that 
end, and with a desire to assist the fuller investigation 
which we recommend, we suggest the following : — 

(1) tlie administration of subjects entrusted to the 

Secretary of State ; 

(2) the defence of India against external aggression ; 

(3) Imperial interests including foreign affairs ; 

(4) questions arising between India and other parts of 

the British Empire ; 

(5) international obligations, or any obligation arising 

from an arrangement within the Empire, to 

which India is a party, or which is otherwise 

binding upon India ; 

(6) the conditions of internal security ; 

(7) the financial stability and credit of India, and the 

fulfilment of existing obligations ; 

(8) the protection of minorities ; 

(9) the avoidance of unfair economic and commercial 

discrimination ; 

(10) the rights of services recruited by the Secretary 

of State ; 

(11) the maintenance of the constitution. 

226. Interpretation of the rules. — ^What degree of 
elaboration the necessary rules would require in order to cor- 
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relate them to particular subjects would to some extent 
depend on the assurances which particular interests such as 
minorities and established commerce and industry might 
reasonably require, and on the extent to which in practice it 
might be found desirable to have a more detailed exposition 
of Parliamentary control. We ourselves would prefer that 
just as the rules under section 19A \vere in provinces trans- 
lated into administrative j)i-actice without difficulty, so the 
broad rules we propose for the centre should be left to their 
natural operation without any formal elaboration. But if 
such elaboration were found necessary, for instance, in the 
fields of finance and of commerce, we think that a method 
of description and illustration would be appropriate. We 
would deprecate anything of the nature of codification, for it 
would in our view be unfortunate if any dociiment in elabo- 
ration of the rules came to be looked upon as a digest of 
powers which ordinarily must be exercised. The road to dis- 
continuance of control is best laid open by stopping short at 
rules broadly expressed, and by giving to any subsidiary 
definition, should such be necessary, a permissive form. 

227. The Council of India as an independent authority. — 
Its financial veto. — If we have succeeded in establishing the 
true constitutional position that authority of administration 
and appropriation may be directly devolved upon the Grovenior 
G-eneral, and that the Secretary of State would then occupy a 
position from which he may exercise specified control^ it 
remains to enquire whether there is room for a third statu- 
tory independent authority. There is a strong body of 
opinion in India which regards the Council of India as super- 
fluous, or even as an obstacle to political advance. Those 
who hold these views might fairly maintain that the prin- 
ciples on which our proposals are based preclude the reten- 
tion of the Council. For, they would argue, where Parlia- 
mentary purposes were involved the Council of India would 
be out of place, and where they were not involved, it wf iild 
not be necessary, since the Indian legislature would be in a 
position to protect itself. 


The functions of the Council fall into two classes. It 
tenders advice to the Secretary of State. In certain matters 
It grants or wit^olds assent without which action cannot be 
taken. We shall deal presently with the Council of India as 
an advisory body. For the moment we are concerned with 
its position as an authority independent of Parliament and the 
(^verament of India, exercising a veto over expenditure and 
tXhLI Q+ ® conditions of service. We agree with the 

Stn n-f “ considering the financial 

veto of the Council to be of moment onlv in regard to nan- 
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votable expenditure, and for the protection of the interestn 
of India against claims by departments of the Home Govern- 
ment. We, therefore, see no justification for the retention of 
the veto in regard to financial proposals emanating from the 
Government of India, and would not favoui' its continuance 
except for use on occasions when Parliament proposes to inter- 
vene in Indian administration. There is force in the observa- 
tion of the Statiitory Commission that, if military expenditure 
were determined by agreement at a fixed sum, there would be 
little advantage in retaining the veto. We have elsewhere 
proposed that supply for defence should be fixed and deter- 
mined at intervals by a special procedure. If that course 
were adopted, there might be little necessity for retaining the 
veto of Council. But whatever the decision may be regarding 
appropriations for defence, we would prefer that the principle 
of arbitration should be established, and that differences 
between His Majesty’s Government and the Government of 
India in regard to non- votable expenditure should be settled 
by negotiation and, if necessary, by adjudication. We are, 
therefore, inclined to the view that the future constitution 
would leave little room for the Council of India as an inde- 
pendent authorit}’ with power over appropriations, aud we 
anticipate that any such differences of opinion as might arise 
between the two Goveniments could be settled in a luaunev 
more consonant with the freedom, which the Government of 
India may suitably enjoy. 

228. The same. — Its control of service conditions. — 1’he 
second function of the Council of India as an independent 
authority is its control over the rules governing the services 
in India. In this regard we observe, first, that according 
1o the proposals of the Commission the scope of this func- 
tion will in future be much restricted. In the second place 
the concern of the Council of India is with rules altering 
conditions of service, and not with the application of these 
rules to individual cases. Nevertheless, the protection which 
the functions assigned to the Council of India have afforded 
in the past has been highly valued by the services, and the 
maintenance of some protection of this kind may considerably 
affect the flow of recruitment aud the peace of mind of those 
still in service in India. We consider that the Secretary of 
State will continue to require advice in regard to the services 
iind that that advice must be of a kind which will command 
aervice confidence. We do not, however, feel convinced that 
protection must be given by the existing methods or that 
merely in the interests of a comparatively small niunber of 
services the Council of India should be retained as an authority 
competent to withstand the vushes of the Government of India 
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and of His Majesty’s Government. We would prefer a method 
whereby the Secretary of State in these matters was statu- 
torily required to consult a body containing those wlio had 
recent experience of service conditions in India and recog- 
nized a convention that their advice would not ordinarily be 
disregarded. For these reasons, if the alternative suggestions 
which we have made prove to be capable of adoption, wo are 
prepared to see the disappearance of the Council as a body 
independent of Parliament and the legislatures in India. 


229. The Council as an advisory body. — As an advisory 
body the Council of India has appeared to many observers 
to be somewhat ineffective, and to others to encourage a ten- 
denc 3 " to do over again at Whitehall work which has been 
done in India in closer relations to actual conditions. The 
Secretary of State is under no obligation to convene the 
Council oftener than once a month, to attend its meetings or 
to accept its advice, and it is generallj'^ believed that succes- 
sive Secretaries of State have in very unequal degree avail- 
ed^ themselves of the assistance which the Council is able to 
afford. If, as we hojje. Parliament is prepared to specifv 
the purposes of its intervention, the Secretary of State viU 
require advice in a more limited range of subjects than in 
the past, and it is possible tliat the advice which he would 
require will not always imply the need for Indian experience. 
He will continue to stand in need of advice in military mat- 
ters. Equally important is the advice which he should 
receive jn regard to finance. We have alreadj' indicated that 
on service mn+ters be should have recent experience of ser- 
vice conditions in India upon which he would call. We are 
not, ho-wever, convinced that the need for advice will justifv- 
statutory provision for a corporate body of advisers, and we 
would indeed be inclined to think that the fi n an c ial advice 
should be obtained from a special committee smaller than the 
Council, and composed exclusively of persons in close contact 
finance of the day. But the method bv 
which the beoretary of State may obtain advice is not a 
matter with which we are primarilv concerned, and we would 
here only stress the necessity that he should have suitable 
expert advisers in regard to services, finance, and military 
be°]re^t’ experience, when it is Indian, should 


GENERAL RESULTS. 

^ ® poKtical entity.— So much by way of 

detailed criticism and recommendation the time at our ms- 

posal has permitted and our duly has seemed to us to require 
In. another portion of this despatch we have sS out the 
principles which in our view should govern advance. We 
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ha«) aecejjted tho principles of a groAving constitution 
and of an ultimate federal ion of all-India, and A\^e have in 
Amrious places described our proiAosals for a partnership be- 
tAA^een India and Great Britain in the administration of British 
India. GbserAung scrupulously the pronoiincements which 
haA’e in the past been made on behalf of Parliament in regard 
to the nature and pace of reform, and endeavouring to appre- 
ciate and pay due respect to Indian desires, Ave have neA^er- 
theless adopted no ligid mould into Avhich the JieAV constitu- 
tion of India should be forced. At the outset we described 
the demand of Indian public opinion in relation to the an- 
nouncement made by H-is Excellency the Viceroy and Governor 
General on the 31st October 1929 declaring the attainment of 
dominion status to be “ the natural issue of India’s consti- 
tutional progi'ess ”, and I’ecorded our opinion that the 
broadest reasons of Imperial policy i*endered it imperative to 
spai-e no efforts, and even to take some risks, in order to 
arriA'e at a constitutional solution which might carry the 
substantial assent of reasonable Indian thought. 

Crbe recommendations of the Indian Statutory Commis- 
sion as to the provincial constitutions, Avith which in general 
Ave agree, represent a generous response to the popular 
demand for proAunoial autonomy. They contain within them- 
selves the means of increasing adaptation to local circiim- 
■ stances, and to the Avislies of those who will be charged with 
the taisk of AA'-orking the constitution that the Commission 
have outlined. Our proposals, for the centrcj in amplilEica- 
tion of the plan put foiuvard Iaa' the Commission, have been 
designed Avith a double purpose. On the one hand we have 
sought to examine the means by Avhich the relations between 
executiA’e and legislature can be established on a basis which 
oflfei's a reasonable chance of harmony in working. On the 
other we haA’^e endeaA’-oured to point the way to action that 
may noAv be taken to place upon the constitution the first, 
but definite, impress of dominion status. If we read historj'^ 
aright, it is exactly in this way that each and all of the 
Dominions haA’^e attained to constitAitional nationhood. 

Accepting the recommendations of the Commission that 
the members of the central Cabinet should be appointed by the 
Governor General, we have drawn what appeared to ns the 
cc>n sequential inference that the exercise of ttie functions for 
the Government of India, Avhich reside in the CroAvn, shoifild 
be direotlA’- devolved upon the Governor General, and that 
thercAndth should go the power to appropriate the revenues of 
India. We think it right to state clearly that if this 
were done the Government of India would no longer merely 
be the agent of the Secretary of State. For the first time it 
would possess a distinct individuality. It would, it is true. 
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be within specified limits under the control of His Majesty’s 
Government, but, it is of the essence of our proposals that 
that control should be of such a nature as to establish partner- 
ship in place of subordination. The Government of India 
would then be a distinct entity, capable of acting in domestic 
matters on its own initiative and, within the ambit of its un- 
controlled powers, free to pursue its own policy. Vis-d-vis 
the Dominions and foreign countries, it would occupy the 
new position which growing freedom in the conduct of 
external affairs would connote. That it would not be an 
entirely independent Government is due to circumstances, 
internal and external to India, which are generally familiar 
and which invest the problem with such peculiar difliculty. 
But while we are bound to suggest means by which provision 
can be made for the period of transition which must elapse 
before the complete fulfilment of British purpose, as declared 
in the announcements made on behalf of His Majesty’s 
Government, we would set no artificial or statutory barrier 
to the natural evolution we desire to see. We believe that 
the greater part of Indian opinion will be ready to recognize 
the special interests of Parliament, provided that Great 
Britain on her side is prepared by action to show that she 
does not falter in her desire to invest India with the con- 
stitutional status that .she seeks, and that her political 
development appears to us to justify. We would accordingly 
hope that if our suggestions are placed at the disposal of 
the Conference, they may be of some assistance to those 
on whom will rest a heavy responsibility, and the result of 
whose labours all who can measure the issues that are 
involved will anxiously'- await. 

We have the honour to be, 

Sib, 

Your most obedient, humble servants, 


(Sd.) 

IRWIN. 


W. R. BIRD WOOD. 


G. RAINY. 


J. CRERAR. 


GEORGE SCHUSTER. 


B. L. MITTBR. 


FAZL-I-HUSAIN. 


J. W. SHORE. 
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Note by the Central Board op Eevenue on customs {vide para. 251’ 
OP VOL. II OP THE report OP THE INDIAN STATUTORY COMMISSION), 

Revenue Prospects (Customs), 

ParagrapK 251 o£“Volume II of the report purports to deal with, 
central revenues in general, but, apart from a passing reference to 
growing income-tax receipts, Sir Walter Layton ^s discussion is con^ 
fined to the customs, revenue. In this paragraph he makes no defi- 
nite estimate of its future growth, but in paragraph 289 (page 252) 
he estimates an annual expansion of f crore, on the assumption that 
Burma will be separated, and that import duty at existing rates will 
be charged on imports from Burma. We propose to discuss para- 
graph 251, first of all, without reference to the effect of separatibm 

2: Sir Walter Layton begins by referring to the effect of mon- 
soon failures on the revenue. He then refers to certain projects which 
should have a stimulating effect. He quotes certain figures exempli- 
fying recent growth of tTade, and deduces that expansion will be 
more rapid in the future. He sounds a note of warning as regards 
the existing tariff which he thinks may be above the point of dimi- 
nishing returns on some articles, and refers finally to the depress- 
ing effect of high protective tariffs on the' revenue; We propose to 
consider' : — 

{i} How far the figures which Sir Walter Layton quotes are" 
reliable. 

{ 

(ii) How far the conclusions which he draws from these 
figures and from other considerations are justified. 

{iii) To what items we can reasonably look for expansion^ and* 
to what extent.^ 

(iv) What factors are likely to interfere with normal growth. 

We propose to deal with the advisability of reducing some of our 
rates of duty in a separate note. 

3. The only figures Sir Walter Layton has quoted in support of 
his views are those at the foot of page 221, which are taken from the 
Review of the Trade of India for 1928-29 published by the Director 
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General of Commercial Intelligence. The table from -whicli he quotes' 
is the following : — 

(Iii crcwres of Rupees.) 


■■ 


1920^ 

21. 

1921- 

22.- 

1922- 

23. 

1923- 

24. 

1924- 

25. 

I92i5- 

26. 

1926- 

27.* 

1927- 

28. 

1928^ 

29; 

Imports 


142 

124 

I'SiS' 

1:20 

t 

i 137 

k 143 

156 

181 

1 190 

Sxparts 

B 

172 

182 

214 

240 

250 

246 

228 

248 

2^0 

Total trade irr 
merchandise, 
excluding re- 
‘ exports*. 

427 

314 

306* 

352 

360 

387 

389 

S84 

429* 

450 


In this table the value of imports (and exports) for each year is ex- 
pressed on the basis of the declared values for goods under the same 
head for 1913-14, so that the table compares the valmne of trade in- 
stead of its total value. It would be a verj^ laborious task to attempt 
to check all the Director GenCraFs figures, which only purport to be 
rough approximations, but we have worked out, independently, esti- 
mates for the 192‘3-24 and 1928-29 imports based on 1913-14 prices. 
The method we have adopted is to divide the T^^ade Returns into twO 
sets of heads : 

(a)' Those for Which quantities are recorded’ for* all three years 
1913-14, 1923-24, and 1928-29 ; 

(5) Others. 

"We have calculated values on the 1913-14 basis for each importaiif 
head under (a) for each of the years 1923-24, and 1928-29, and have 
then compared the resultant totals for (a) with the actual recorded 
values and reduced the actual totals under (b) in the same ratio. 

4. The following table compares the results o'f our calculations 
with the Director General’s figures : — 



I-913-14. 

1923-24. 

1928-29. 




Crores. 

Crores - 

Crores^ 

f(«) 

•• 


12S 

158 

164 

* (6-) 
isctuals . . , . J 

•• 


56 

70 

89 

1 

Total 


183 

228 

253 

f(a) 

• • 


128 

84 

Il7 

KesiJts on 1913-14 feasis 

•• 


66 

38 

64 

1 

Total 


183 

122 

181 

Director General’s rOsults on 1913-14 basis 


183 

120 

190^ 
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Tliese results, readied independently and possibly by different 
methods, are in sufficiently close agreement to justify reliance on the* 
Director General’s figures to the extent that we may assume (a) 
that the volume of trade has increased since 1923-24 by about 50 per 
cent, to approximately pre-war level, (h) that the rise in these sis 
years was continuous, and (c) that it was most rapid between 1926-27, 
and 1927-28. 

5. The existing projects which Sir Walter Layton considers will 
provide an additional stimulus to the import trade are, (a) irrigation 
schemes, (h) railway extensions, (c) road improvements and exten- 
sions, and (d) coiistruction of harbours. In the present state of 
world-markets, with almost universal over-production of agricultural 
products and very low prices, it seems doubtful whether the bringing 
of additional areas under cultivation is likely to make for any gieat 
improvement in the import trade. The value of Indians exports of 

Grain, pulse, and fiour ” has fallen from 65 crores in 1924-25 tc^ 
34 crores in 1928-29. In fact if we take nett values after deduct- 
ing the value of imported grain) there was a difference of no less 
than 41 crores. With this difficulty in marketing it seems highly un- 
likely that increased production of grain in India will stimulate im- 
ports. The demand for Indian cotton or oil-seeds has shown no ten- 
dency to increase in recent years, and everything seems to point to a 
long series of lean years for countries whose exports are mainly agri- 
cultural. 

6. We understand that the present railway programme is normal. 
That is to say that it must be treated as one of the ordinary factors 
in the growth of trade, and not likely to be any more effective in the 
next ten years than in the past ten. It does not constitute a reason 
for anticipating a mOre rapid growth than in the immediate past. 
lload improvements and extensions will necessarily have a direct effect 
on our revenue from cars, tyres, and petrol, but improved internal 
transport facilities can do little to stimulate trade so long as the 
external demand for agricultural products remains weak. The con- 
struction of new harbours should have a slightly stimulating effect, 
but it must not be forgotten that they will very largely be sharing in 
the trade of existing harbours at the outset. 

7. We now turn to the inferences to be drawn from the figures 
which Sir Walter Layton has quoted from the Review of the Trade of 
India (paragraph 4 above). He assumes without further investiga- 
tion that the volume of trade will continue to grow, and ignores cer- 
tain very important considerations. The first of these is that it is 
only the revenue from specific duties which is directly proportional to 
the volume of trade. For ad valorem duties we have to look to the 
value and not to the volume. We have also to remember that our 
import trade includes a large proportion of duty-free goods. We pro- 
ceed to examine our import revenue in more detail, and for this pur- 
pose we propose to omit — 

{a) Salt, 

(Z)) Government Stores, 

(c) Kerosene and Petrol. 
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Our reasons for excluding kerosene and petrol are that it is useless 
to consider the import, and excise duties separately. We shall, there- 
fore, deal with them together in a later paragraph. 

8. In the following table we show how our revenue was derived 
in 1923-24, and 1929-30. 





1923^24. 

Lakhs, 

1929-30. 

Lakhs,. 

Duty on Government stores 

. • 


55 

57 

Duty on kerosene and petrol 

• * 


114, 

181 

Specific duties (revenue) . . 

* • 


783^. 

L422. 

Specific duties (protective) 



24r 

241 

Ad valorem duties 

. . 


1,979 

2,194^ 

Total import duties (excluding salt) 

r . 

3,178 

4M2 

It is instructive to compare this table with the following 
shows the values under the various groups : — 

table which 




1923-24, 

Lakhs. 

1929-30. 

Lakhs. 

Government stores 

. • 

• . 

957 

891 

Kerosene and petrol 

• . 


442 

618 

Goods liable to specific duties 

. . 


3,684 

4,012 

Free goods 

• . 


2,829 

3,439 

Goods liable to ad valorem duties 

• . 


15,696 

16,877 

Total . . 

. . 


23,608 

24,837 


9, The increase of 639 lakhs in specific duties (revenue) is un- 
doubtedly due almost entirely to the fall in prices. Sugar alone has 
contributed 537 lakhs towards this figure, tobacco is responsible for a 
further 60 lakhs, and liquor for 28 lakhs. Sugar has reached a very 
low price-level and has recently been subjected to an additional duty. 
A substantial portion of the increase under tobacco is due to the 
raising of the rate on unmanufactured tobacco. At the old rate the 
1929-30 revenue would have been 35 lakhs less. Prices have fallen 
considerably and are not likely to fall much more, so that we cannot 
look for much additional revenue under this head. In any case the 
tobacco revenue will have to be considered in conjunction with the 
tobacco excise, if introduced. There has been no steady rise in the 
liquor duties. The following are the figures for the last eight 
years : — 

Lakhs. 


1922- 23 . . . . . . . . 235 

1923- 24 .. .. .. ..226 

1924- 25 .. .. ' _ 250 

1925- 26 .. .. .. ,.254 

1926- 27 .. .. _ ..261 

1927- 28 .. .. .. 256 

1928- 29 .. .. .. 252 

1929- 30 .. •.254 
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The additional indirect taxation on liquors imposed by the provinces 
has served and will continue to serve to prevent any substantial in-- 
crease under this head. It cannot, therefore, be said that recent 
figures suggest any substantial improvement in our revenue from 
specific duties. The newer specific protective duties, will no doubt 
secure additional revenue at first, but eventually they are bound ta 
lead to a reduction, if the protection achieves its aim. 

10. It is very significant to note that, although ad valorem duties 
have increased by nearly 12 per cent., the value of the goods on which 
they are assessed has only risen by a little more than one per cent. 
This reflects the reduction in the trades in cotton yarn and piece- 
goods on which rates of duty were low, and a corresponding increase 
in other trades, particularly motor vehicles. Nearly half the increase 
in the revenue fi’om ad^ valorem duties is accounted for by the trade 
in motor vehicles and accessories. We shall revert to this point later. 
We will merely emphasize here that in 1929-30, apart from motor- 
vehicles and tyres, India has actually spent less on imported goods- 
assessed ad valorem than in 1923-24. The small increase in the 
revenue- is due to the change in distribution among commodities, a 
tendency which is. not likely to -develop much further. The figures^ 
therefore, give no ground for- anticipating a steady increase in the 
future, 

11. It seenxs to us that in order to' make any forecast for the 
future, on the basis of past experience, what we have to..loolc to is the 
amount of wealth that has been available for the purchase of imported 
commodities, that is to say the total duty-paid value of imported 
goods. In the following table are displayed figures for ten years 
which we consider highly significant. They include all merchandise 
except Government stores and treasure. 




Value 

Duty 

Total 



erores. 

erores. 

erores. 

1920-21 

» . 

333 

23 

356 

1921-22 

.- . 

265i 

28 

293 

1922-23 

IP. . 

231 

34 

265 

1923-24 


22-^ 

32. 

259 

1924-25 


245 

38 

283 

1925-26 


226 

38 

264 

1926-27 


23a 

39* 

269 

1927-28 


248 

39 

287 

1928-29 


252 

41 

293 

1929-30 

, , 

239 

41 

280 


It cannot be said that these figures contain any evidence of a steady 
rise in purchasing power. Nor do* the' figures for eur export trade 
furnish any very great encouragement. For the last seven years the. 
volume of the export trade has remained at about pre-war level (see 
table in paragraph 3), and the total value of exports has fallen from' 
349 erores in 1923-24, and 385 in 1924-25 to 330 in 1928-29, and 311 in. 
1929-30. 
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12. We have examined the returns carefully to see if there are 
any trades, particularly trades of recent growth, which hold out pro- 
mise of continued and specially rapid increase. Our revenue from 
cinematograph films is still only 5 lakhs annually and its growth has 
been retarded by the increasing proportion of films made in Indip. 
The only promising trade of any magnitude is the trade in motor 
vehicles, accessories, and fuel. Our revenue from these trades is dis- 
played in the following statement : — 

(In lakhe of Eupees.) 



ia23-24. 

1924-25. 

1925-26. 

1926-27. 

1927-28. 

1928-29. 

1929-30. 



Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Motor* vehicles 

78 

85 

118 

123 

! Ii2t 

135 

131 

Tyres ^ ‘ 

2d 

28 

46 

39 


33 

37 

Petrol (excise) 

65 

79 

77 

96 

121 

155 

^ . 282 

Petrol (customs) . . 

•• 


' - 

- 

•• 

.. 

16 

Total (motor trades) 

172 

192 


258 

263 


46a 

Less one-third of p^- 
rol duties credited 
to the road-fund 


.. 

■ 



■ 

99 

Net 


•• 


•• 
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13. Changes in the rates of duty, falling prices, and the erection 
of assembly plants in Bombay tend to disguise the real growth of the 
trades. The figures for tyres, moreover, are affected by the much 
greater durability of tyres produced during the past three or four 
years. The consumption of petrol is the fairest indication of the 
growth of these trades. The rate of duty was lowered from six annas 
to four annas from 1925-26, and again raised to six annas from 1929- 
30. At the four anna rate the revenue from petrol would have 
been — 


1923-24 



Lakhs^ 

44 

Per entage 
increase. 

1924-25 



58 

20 

1925-26 

. • 


77 

45 

1926-27 

* . 


96 

25 

1927-28 

» * 


.. 121 

26 

1928-29 

, * 


.. 155 

28 

1929-30 



.. 199 

28 


^ .. .These figures arerapprommate. The Revenue Returns da not separate motor 

and accessories similarly 

assessed. The Trade Returns, on the other hand, lump together all mjtor accessories 
whether assessed at 15% or at 20%. nc* 

t Duty reduced from SO to 20%. 

only? tyres redncedto 15%. Previous figures for gneumatio tyres 
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These figures suggest an increase of 28 per cent, in the petrol revenue 
annually. 

14. If we take the 1929-30 nett petrol revenue at 2 crores, the 
figures for the next ten years at this rate of increase would be — 






Lakhs, 

1930-31 

•! 



256 

1931-32 

• ♦ 


• # 

i . . 328 

1932-33 

■ « 

• • 

• • 

418 

1933-34 


• • 

» • 

534 

1934-35 

* • 

• ♦ 1 

• 9 

680 

1935-36 



• 9 

858 

1936-37 


• . ! 


. . 1,080 

1937-38 



m m 

. . 1,382 

1938-39 

♦ •! 


• 9 

. . 1,770 

1939-40 

• • 


9 m 

. . 2,260 
».e., pZtts 2,060 


with half these amounts accruing annually to the road fund. This 
estimate is undoubtedly much too high ; we, therefore, give below an 
estimate based on an annual increase of 15 per cent. It is, we suggest, 
reasonable to take a percentage increase each year rather than a fixed 
amount, since the expenditure on roads will grow with the nett re- 


venue. 


^ 1 



L-ukhs. 

1930-31 


1 



. . 230 

1931-32 



• • 


274 

1932^33 

« . 


• • 


305 

1933-34 




• • 

347 

1934-35 



• • 

• • 

' „ 398 

1935-36 

• • 


9 *. 

9 9 

.. 458 

1936-37 

• 'm 


• • 

m m 

529 

1937-38 

. • 


• • 

. •) 

605 

1938-39 

•! 




695 

1939-40 

• • 

!■ r 

•• 1 


800 

Le., plus 600 


15. Cars are imported partly in replacement of cars scrapped. 
If we assume that the proportion of vehicles imported to those scrap- 
ped is constant, the number imported in any year should be roughlv 
proportional to the increase in the petrol consumption, which again 
is assumed to be proportional to the consumption in the previous year. 
Tyre consumption should also be roughly proporcional to petrol con- 
sumption, so that by 1939-40 we should be getting four times (131 
37) lakhs, i.e,, an additional 504 lakhs which with the 600 lakhs on 
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petrol give a total of 1,104: lakhs. Sir Walter Layton credits Burman 
consumption with 25|215ths of the present petrol excise. Applying 
this figure, which appears reasonable, to the total that has been arrived 
at above, we obtain for India, excluding Burma, an increase of 976 
lakhs. 

16. The above estimate is based on the very arbitrary assumption 
that we shall have an average annual increase of 15 per cent, in the 
petrol consumption. We have suggested reasons why a percentage 
increase is more likely than a fixed increase, but we may compare our 
result with that of an annual fixed increase of 44 lakhs which repre- 
sents the difi'erence (at 4 annas a gallon) between the 1928-29, and 
1929-30 receipts. This would give us in ten years an additional 
revenue of 440 lakhs from petrol. A similar increase of 220 per cent, 
on cars and tyres would give us an additional 370 lakhs, i.e., a total of 
810 of which the share of India (excluding Burma) would be 716 
lakhs. 

17. We have still to consider the kerosene duties. The following 
table shows the revenue for the past seven years : — 




1923-24. 

1924-25. 

1925-26. 

1926-27. 

1927-28. 

1928-29. 

1929-30. 




Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

Customs •• 

« • 

102 

114 

127 

102 

149 

163 

164 

Excise 

• • 

95 

98 

98 

105 

97 

92 

98 

Total 

i 

197 

212 

225 

207 

246 

255 

262 


There has been an annual increase of approximately 11 lakhs, almost 
all derived from customs revenue. This is equivalent to an increase 
in annual consumption of 7 million gallons or, say, 6.2 millions in 
British India alone. The increase in consumption in British India 
between 1913-14, and 1928-29 was 51 million gallons, an average of 
3.4 millions annually. A fair estimate for the future would be 5 
million gallons per annum, and if it is decided eventually to equalize 
the excise and customs rates of duty (say at 2 annas per gallon) we 
may take 10 million annas, i.e., 6J lakhs, as the average increase for 
the next ten years, i,e., about 62 lakhs increase by 1939-40. 

18. To summarize, we suggest the following as likely increases in 
customs revenue, including the two excises which are classified as 
customs revenue : — 

Crores, 

From kerosene , , , . , , 0.6 

Prom motor and allied trades (including petrol) 9.8 

Prom other sources . . . . . . nil. 


Total 


• • 


10.4 
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If the assumption made in paragraph 16 is given preference over that 
in paragraph 15, the estimate will be reduced to 7.8 crores. 

19. There remain to be considered the effects of extraneous in- 
fluences on the revenue. The most important of these are — 

(a) .Scanty rainfall, 

(5) Decreased purchasing power resulting from other forms of 
taxation, 

(c) Political unrest. 

The motor and allied trades are among those least likely to suffer from 
any of these influences, and we believe our estimate to be cautious 
enough to provide for risks under the flrst two heads. The third head 
must necessarily remain an unknown quantity. Our estimate for 
kerosene also errs on the cautious side and may, we think, be accepted 
as allowing for set-backs. Similarly, we shall not be unduly timid if 
we assume no decrease under the customs revenues. Serious political 
disturbances may, of course, completely upset these calculations, but 
they should not do so unless they are“ so serious as to alter radically 
the system of government for which these financial arrangements are 
intended to provide. 
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APPENDIX II. 

Extract from a note by the senior Member of the Central Board 

OF Revenue on the lowering of the taxable minimum, and 

STEEPENING THE GRADATION OP INCOME-TAX. 

«. # * # # # 

4. Lowering of taxable minimum, — {Paragraph 267). Sir 
Walter Layton suggests that the .exemption limits both for income-tax 
and super-tax (Rs. 2,000 and Rs. 60,000, respectively) are too high 
and should be lowered, but has made no specific recommendation. The 
exemption limit for income-tax was raised to Rs. 500 in 1886, to 
Rs. 1,000 in 1903, and Rs. 2,000 in 1919. I do not suppose that any- 
body would propose that the limit should be placed lower than 
Rs. 1,000. If it were proposed to lower the exemption limit, it seems 
to me that it would be difficult to resist a demand, which has been 
made even under existing conditions, that allowances should be given 
for wives and children. As the Taxation Enquiry Committee 
observed, practically every taxpayer in India is married, whereas in 
England there is a large number of unmarried persons of both sexes 
v/ho pay income-tax. With reference to Sir Walter Layton’s sug- 
gestion that the exemption limit for income-tax in India is high, the 
absence of any allowance for wives or children or for earned income 
must not be overlooked. As a matter of fact, for a married man, 
even without children, the exemption limit in England (£225) is 
higher than the exemption limit in India. The exemption limit pro- 
posed in the draft Ceylon Ordinance, it is interesting to note, is 
Rs. 2,400, and it provides for a personal allowance of ils. 2,000, an 
allowance of Rs. 1,000 .each for wife and family (whatever the num- 
ber of children), and an earned income allowance of l|5th of the in- 
come, subject to a maximum allowance of Rs. 4,000. I presume that 
the economic conditions in Ceylon are not so very different from those 
in India, though probably the general standard of wealth is higher. 

5. It is also worth mentioning that although the assessable limit 
in the case of a single person is somewhat higher in India than in 
England, the percentage taken as tax of the lower incomes in India, 
if I may rely on the tables at the end of the draft Ceylon Ordi- 
nance, which were prepared by an expert from Somerset House, is 
actually higher — and a great deal higher — ^in the case of earned in- 
comes in India than in the United Kingdom, even if for the purposes 
of comparison unmarried persons in the United Kingdom are taken. 
The table shows the following percentages : — 

Income — all earned. 

British India United ICingdom 

(all classes). (single persons). 

Rs. Rs. 

Income Rs. 2,400 62.5 20 

Income Rs. 2,500 65.16 28.33 

Income Rs. 3,000 78.13 70 

Even where the income is all unearned, the tax on an income of 
Rs. 2,400 for all claves of as^ssees other ;than companies and re- 



^istered firms, is Rs. 62.5 in India against Bs. 60 for a single person 
in the United Kingdom. 


6. The objections to introducing allowances for wives and child^ 
ren in India are obvious. As already stated, they would be ad- 
missible to the vast majority of individual tax-payers, and, therefore 
very costly. Great difficulties would arise in appljdng such a system 
to the Hindu undivided family. It would probably be necessary to 
give it a higher exemption limit. There would be much more room 
for fraud in connection with these allowances than in a country with 
a highly developed system of registration of marriages and births. 
To check such frauds, “ inquisitorial investigations ’ ' into the domestic 
affaiiy of assessees would be ' necessary. These would cause much, 
work and intense friction. ^ It is highly desirable to restrict the body 
of disputable facts on which the Income-Tax Officer is required to 
pronounce a decision, but it would be quite unsafe in present cir- 
cumstances — in a large number of eases — to admit an assessee’s claim 
that he had a certain number of children without proof, or to accept 
evidence on such a point without verification. This is probably why 
in the Ceylon Draft Ordinance a flat allowance for a family irrespec- 
tive of its size was proposed. That would of course get over the diffi- 
culty to some extent, but in a rather rough-and-ready manner. 


7. Steepening the gradation between Bs. 5,000 and 
Bs, 1,00,000 , — {Paragraph 267), Sir Walter I.ayton says that there 
is considerable scope for the steepening of the progression of the 
rate of tax on incomes between Rs. 5,000 and Ife. 1,00,000 We 
criticized a similar proposal of the Taxation Enquiry Committee in 
our note, dated 25th December 1925. We there pointed out the 
objections to imposing additional taxation in the particular zone that 
the Committee’s proposals affected, namely, that including incomes 
between 15,000 and 29,999, at all events unless simultaneously an 
allowance w^ere introduced on account of earned income, since most 
earned incomes (salaries and professional incomes) fall in that zone, 
and incomes in that zone are mainly salaries or professional earnings. 


8. At present the income-tax gradation stops at Rs. 39,999. All 
incomes of Rs. 40,000 and over pay the maximum rate ; at present 
one anna and 7 pies in the rupee. Sir Walter Layton apparently 
proposes both to steepen the present gradation from Rs. 5,000 to 
Ks. 40,000 and also to continue this rising scale of rates up to a lakh. 
The maximum rate of income-tax will thus be very much higher than 

nm maximum will be reached somewhere be- 

low Rs. 40,000. Simultaneously, the super-tax limit is to be lowered 
to, say, Rs. 30,000 or even Rs. 40,000, but the rates of super-tax on 
income.s .exceeding one lakh are not to be increased. There will it 
seems to me, be difficulties about companies and firms. If the maxi- 
mum rate of inconm-tax, whatever it may be, is imposed on all com- 
panies and firms, there will be a large increase in the number of re- 
funds owing to the extension of the gradation. If thTmLirnum 
late IS not so imposed, it would be necessary not only to srive refunds 
in some c?.ses, but also to make supplementary assessments in others, 
sbarelmlders in companies, a most undesirable compK- 
eatiou. On the other hand, it may not be thought desirable to impose 



additional taxation on the undistributed profits of companies, at all 
events ; and objection would, no doubt, be raised to imposing (though 
subject to refund) a very much higher rate of tax than the present 
maximum on petty firms including all whose income exceeded 
Bs. 1,000. Even at present rates we have been attacked on t.hi« 
ground, though not always with understanding. 
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APPENDIX III. 

Estimates accordiistg to Sir Walter Laytoist^s scheme. 

Statement 1. 


Central Government. 


— 

Budget 
1929-30 
(including ( 
Burma). 

1929-30 
excluding ( 
Burma). 

1940-41 

excluding 

Burma). 


Central Revenue — 





Customs 

61-22 

47*91 

64* 00(a) 

(a) Growth of 
revenue +7 • 60 

Loss of reve- 
nue on fo- 
reign liquor —1 • 50 

Income-tax • . 

16*60 

14-75 

14-00(&) 

(b) Growth of 

revenue 4*S*00 

Transfer to 

provinces . • — 6*00 

Salt # • • ■ 

6*35 

6*00 

• • 


Commercial stamps 

•• 

•• 

2 -00(c) 

(c) The estimate in 
the body of the re- 

Otber taxes 

1*19 

1*09 

1*09 

port is 1 * 50, but 
the figure given in 
the table on page 361 
is +2-00, 

Total taxes . , 

75*36 ! 

69*75 

71*09 


Railways (net) 

6*25 

6*00 

6*00 


Opium (net) 

2*35 

2*35 

•• 


Currency and mint 

2*35 

2*35 

2*35 


(net). 





Tributes from Indian 

•74 

•74 

•74 


States, 





Otber receipts (net) . . 

1*17 

1*17 

1*32 


Total r . 

88*22 

82*36 

81*50 







entral expenditure — 



1 

45- 00(d) 

Defence (net) 

55*10 

52-10 

Debt charges (net) . . 

12*14 

10*14 

10*14 

Civil administration 

11*56 

10*20 

13-00(d) 

(net). 




Loss on post office, ir- 

•39 

•39 I 

•33 

rigation, and forests 




Cost of collection 

3*32 

3*12 

3*12 

Civil works (net) 

2*41 

2*41 

2*41 

Pensions . . 

2*78 

2*48 

2-48 

Other expenditure 

•52 

•52 

•52 

(net). 




Surplus from separa- 

.. 

1*00 


tion of Burma. 




Surplus 

•• 

•• 

4*50 


{d) Saving of 7 crores 
anticipated. Of 

tliis 3 crores will be 
absorbed by the 
growth of civil ex- 
penditure. 


Total 


88*22 


82*36 


81*50 
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Statement 11. 

Provincial Estimates : 1929-30. 


— 


Madras. 

Bombay. 

Bengal. 


Punjab. 

d 

pp 

d 

d 

Assam. 

TotaU 

Revenue. 

Land revenue 


6-21 

5-12 

3-24 

7-10 

2-82 

1-75 



29-93 

Excise 


5-54 

3-89 

2-25 

1-37 

1*30 

i-eo 

1-28 

•64 

18-17 

Stamps 


2-56 

1'77 

4-22 

1-79 

1-21 

1-11 

•76 

•22 

13-63 

Begiatration 


•37 

•12 

•41 

•14 

•09 

•18 

•08 

•03 

1-42 

Scheduled taxes 


•• 

•21 

•18 

•• 

-• 

•• 


•• 

•39 

Total taxes 


14-68 

11-11 

10-30 

10-40 

5-42 

4-94 

4-56 

2-13 

63-54 

Forests (net) 


•10 

•26 

•14 

•24 

•04 


•16 

•18 

1-13 

Irrigation (net) 


•23 

— 42 

— 04 

•09 

3-09 

—•05 

32 

01 

2^21 

Other sources 


1-38 

3-18 

1-07 

1-03 

2-27 

•62 

•43 

•26 

10-24 



Total 


16-39 

14-13 

11-11 

11-76 

10-82 

5-52 

4-83 

2-56 

77-12 

Exp&nditure. 

Land revenue and 
general adminis- 

tration . , 

2-83 

2*97 

1-91 

2-46 

1-59 

1-02 

1-04 

•50 

14-32 

Police 


2-01 

1-79 

2-17 

1-75 

1-22 

•85 

•62 

•30 

10-71 

Jails and justice 


1-33 

•99 

1-49 

1-16 

1-07 

•62 

•44 

•17 

7-27 

Debt 


1-01 

2-06 

01 

•63 

—•22 

•02 

— 05 

— 01 

3-43 

Pensions . . 


•70 

•71 

•80 

•64 

•36 

•30 

•25 

•10 

3-86 

Education 


2-69 

2-11 

1-48 

2-04 

1-75 

•92 

1 -59 

•33 

11-91 

Medical and public 
health . . 

1-44 

•^1 

1-00 

•68 

•81 

•54 

•21 

•22 

5-81 

Agriculture and indus- 
tries 

•66 

•33 

•41 

•54 

•73 

•28 

•23 

•10 

3-28 

Civil works 

• • 

2-41 

1-64 

•98 

•52 

1-84 

•83 

•87 

•76 

9-85 

Other 

.. 

1-46 

•90 

•96 

•66 

•62 

•49 

•34 

•23 

6-66 

Total 

• • 

16-54 

14-41 

11-19 

11-08 

9-77 

5-87 

4-64 

2-70 

76-10 

Surplus “h 




■ 

+ •68 


fl 

+ •29 

B 

+ 1-02 

Deficit—" 

•• 

15 

28 

■ 

•• 


■ 

•• 

B 

























statement IIL 

Provincial Estimates 1940-41, 


— 

Madras. 

Bombay. 

Bengal. 


Punjab, 

d 

«i8 

ri 

d 

Assam. 

Total. j 

Revenue, 

Revenue as on pre- 
vious page 

16-39 

14-13 

11-11 

11-76 

10-82 

5-52 

4-83 i 

2-56 

77-12 

Income-tax on per- 
sonal incomes (a) . . 

-87 

1-55 

1-64 

-56 

•53 

•40 

•29 

•16 

6-00 

Surcharge on income- 
tax (a) ,, 

•45 

•89 

•66 

•32 

•27 

•18 

•16 

-07 

3-00 

Income-tax on agri- 
cultural income (b) 

•90 

•50 

•90 

•90 

•70 

•40 

•40 

•30 

5-00> 

Terminal taxes (c) • . 

! 1-46 

•66 

1 1-63 

1-57 

•73 

! 1-18 

•49 

-28 

8-00 

Provincial fund (c) , . 

2-56 

1-16 

2-87 

2-74 

1-28 

2-08 

-86 

•45 

14-00 

Total 

22-63 

18-89 

18-81 

17-85 

14-33 

9-76 

7-03 

3-82 

113-12 

Expenditure, 

Expenditure as on pre- 
vious page 

16-64 

14-41 

11-19 

11-08 

9-77 

5-87 

4-64 

; 2-70 

76-10 

Surplus 

6-09 

4-48 

7-62 

1 

6-77 

4-56 

3-89 

2-49 

1-12 

37-02 


(а) Distribution based on income-tax on personal incomes in 1928-29. 

(б) Guesswork. 

(c) Distribution based on population. 

/t loss of revenue due to transfer of commercial stamps 

\ 1 • 50) will be covered by the additional excise duty on Foreign Di< 5 |^uor, 

expend! toe^^ assumed that normal growth of revenue will cover normal growth in 


















Statement showing the assignments to the local Governments under rule 15 op the devolution rules for the 

YEARS 1921-22 TO 1928-29. 
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APPENDIX y. 

Duty on foreign liquor {vide para. 291 of the Keport of the 
Indian Statutory Commission). 

Sir Walter Layton's proposal is that the Government of India 
should levy an import duty of 30 per cent, ad valorem on all foreign 
liquors, and that it should be open to the provinces to levy such addi- 
tional excises as they wish. The practical implications of this, and 
of similar proposals which involve handing over the taxation of 
foreign liquors to provincial governments have been examined and 
there appear, prima facie, to be a number of obstacles in the way of 
any successful arrangement on these lines. 

2. It is an essential feature of the proposals that the provincial 
governments should be free to adopt any policy they wish in regard 
to foreign liquor. At the outset, therefore, the Government of India 
would have to decide what foreign liquor " should include. The 
main head Liquors " in the tariff includes the following articles : — 


Serial 

No. 

Articles. 

Kate of duty. 

Duty in 
lakhs. 

Average 
ad valorem 
incidence 
of duty 
(1929-30). 





/o 

1 

Ale and other fermented 
liquors. 

8 annas per gallon 

24 

22 

' 2 

Denatured spirit 

7^ per cent. 

1 

n 

3 

Perfumed spirits 

Ks. 36 per gallon or Id per 
cent, whichever is higher. 

5 

44 

4 

Preparations containing 
spirit not tested. 

Rs. 30 per gallon or 16 per 
cent, whichever is higher. 




Ditto tested 

Rs. 21-14-0 per proo/ gallon 
or 15 per cent, whichever 
is higher. 

^ 20 

40 

6 

All other sorts of spirit 

Ditto 

189 

112 

6 

Sparkling wines • • 

Rs, 9 per gallon 

} “ 

60 

7 

Other wines .. 

Rs. 4-8-0 per gallon . , 



Total ' 

2^4: 



If the Gov«nmient of India coUected .only a 30 per cent, duty 
on those classes on which the mcidence exceeds that figure, and duty 
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at the present rates on other classes, the loss to the central revenues 
would be : — 



Lakhs. 

1. Ale and other fermented liquors . . 

. . mi. 

2. Denatured spirit 

. . Nil. 

3. Perfumed spirits . . 

1 

4. Preparations containing spirit 

7 

5. All other sorts of spirit 

.. 138 

6. Sparkling wines j 

. . 6 

7. Other wines . . J 



Total . . 152 


4, The above tables give a fairly clear idea of what we have to 
deal with, but from the point of view of classification difficulties the 
important item is No. 4. This item includes spirituous drugs and 
medicaments, spirituous toilet and other preparations, and liquors 
and cordials, but not ordinary spirits like whisky, gin, etc., of which 

obscuration ” is small. These ordinary potable spirits are assessed 
under class 5, but the rate of duty on the two classes is the same in 
order that the revenue under class 5 may be protected. Now, for 
the purpose of the local excises class 5 (spirits), and liquors which 
fall in class 4, are treated as foreign liquor, but spirituous drugs and 
other preparations are not. No licences are required for their sale, 
no vend fees are collected on them, and no permits are required for 
their transport. The question at once arises : are they on the one 
hand to be treated as foreign liquor and subjected to provincial 
excise duties and restrictions, to the very great inconvenience of those 
who trade in them, or are they on the other hand to be excluded from 
local excise control, and subjected merely to a central import 
duty which, if it is lower than the local excise duty, may render 
them a danger to the excise revenue ? 

5. Assuming that a solution could be found for this difficulty, the 
next objection that arises relates to the administration of different 
rates of duty, and possih]3’' of different classifications of liquor for 
duty purposes, in different provinces. The process of assessment 
to duty would be carried out in the province of consumption, and it 
would presumably be necessary for each province to establish one or 
more bonded warehouses into which liquor could be brought after 
clearance from the custom house at the place of import. This would 
necessitate in the first place, complicated arrangements for transport 
in bond all over India, and suitable preventive arrangements might 
be expensive and inconvenient. It might be possible for the inland 
provinces to arrange with the maritime provinces for the latter to 
collect their duty for them ; but it would probably be difficult for 
them to arrive at an agreement, for rates of duty in two provinces 
and the method of classification of liquors might differ. Incidentally, 
a system of inland bonded warehouses of this nature would mean 
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a complete reorganization of the basis on which distribution is at 
present undertaken by the trade. 

6. The principal wholesale dealers at the great ports at present 
mainlain considerable stocks of duty-paid liquors which can be 
despatched at a moment’s notice to customers in different parts of 
India. Under the new proposal the local Government of the place to 
which such liquors were despatched would levy their own excise 
duty on them, and the wholesale dealer would have to obtain a refund 
from the local Government of the province of original import. This 
would lead to further difficulties and complications. Moreover, if 
the interprovincial transport was confined to liquor travelling under 
bond froni one inland bonded warehouse to another in another pro- 
vince, dealers would often find it impossible to implement urgent 
orders from up-country customers owing to the delay involved in 
transport from one warehouse to another, and in assessment at the 
warehouse in the province of arrival. 

7. The danger of smuggling from a province with a low rate of 
duty into one with a higher rate of duty is too obvious to need em- 
phasizing. The excise departments, of course, already have to deal 
with this difficulty in connection with country-liquor ; but with the 
increase in motor-ear traffic the danger would be very much greater 
with foreign liquor, and they would probably find it necessary to main- 
tain an expensive staff all round the borders of each province. 

8. A much more important difficulty would arise in connection 
with Indian States. The present situation, whereby all foreign liquor 
going into an Indian State has already paid Indian customs revenue, 
gives rise to no particular trouble. The States’ claim to a share in 
that I'ovenue is merely a part of their claim to a share in the general 
ciistoms revenues and does not raise any new and separate problem. 
If, however, all the duty on foreign liquor were to be provincialized, 
Indian States would have to obtain their supplies of foreign liquor 
through one or other of the maritime provinces, and they would cer- 
tainly raise the very strongest objections if they were required to pay 
duty which was going towards provincial revenues. The alternative 
of letting States have their liquors free of duty would create 
an intolerable position for the provincial governments, owing to the 
danger of smuggling from the States into the provinces. Nor, would 
any arrangement by which the States agreed to collect duty them- 
selves be satisfactory, owing to the different rates of duty prevailing 
in the different provinces. 

9. The Government of India are discussing these practical diffi- 
culties with the provincial governments, and, if they prove to be 
insuperable, alternative method of giving the provincial governments 
a share in the revenue from foreign liquors will be considered. 


A 
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APPENDIX VI. 

TAXA^It>N OB’ tPOBACCO {vide PABA. 272, VoL. II OF THE BEPOET OP THE 
Indian Statxttoet Commission). 

Sir Walter Laytoai’s proposal is for a central excise duty levied 
on factory-produced tobacco and credited to the provincial fund. 
He makes no specific recommendation regarding other means of 
taxing tobacco. Those suggested by the Taxation Enquiry Com- 
mittee were : — 

(^) An excise duty on factory tobacco, 

{ii) The le^y of a fixed fee bavSed on the estimated outturn 
of places where cigars, cigarettes or pipe or cigarette 
tobacco are manufactured by hand. 

(m) A system of vend licences leading up to vend monopolies 
in specified areas. 

Clearly any excise duty to be levied on factory tobacco must be 
uniform and, therefore, central, but nothing would be gained by 
insisting on uniformity in the fees to be levied on hand manufacture 
or in respect of vend licences. Such forms of taxation should 
remain, as they are at present, purely provincial, 

2. A well-organized system of vend-fees, particularly if these 
•were based on sales, might prove a fruitful source of provincial 
taxation, Jind this is a line of action deserving of further study, 
although it must be realized that such fees would obviously have 
to be credited to the province of eolleetioii and, therefore, do not 
exactly fit into Sir Walter Layton’s scheme. On the other hand, 
the prospects of an excise on factory products are not as bright as 
they appear at first sight. It is true that, as stated by Sir Walter 
Layton, the consumption of tobacco in the form of cigarettes has 
grown rapidly. It is not equally true to say that there has been a 
!sijnilar growth in the consumption of pipe tobacco and cigars. 
Such evidence as is available suggests that these are being steadily 
replaced by cigarettes, 

3. The annual production of cigarettes in India was estimated 
by the Taxation Enquiry Committee at about 4,500,000,000, and 
the tobacco used in their production may be estimated at about 
10,000,000 lbs. About half of this is imported tobacco which already 
yields import duty amounting to 75 lakhs per annum. Import duty 
is also levied on the cigarette pajjer, which is all imported, and on 
most of the tinplate and paper and card-board used for packing. 
The Indian cigarette industry is thus already paying some 80 lakhs 
of duty annually. This is equivalent to about Es. 1-13-0 per 
thousand cigarettes. At present no definite infoz-mation is available 
as to the average prices at which these cigarettes are sold, but we 
believe it to be not much more than Es. 5 per thousand, so that the 
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incidence of this taxation is, even now, probably more than half 
that of the dnty on imported cigarettes -which averages about 65 per 
cent, ad valorem* 

4. Even in these circumstances the Indian factories find it 
difficult to compete, in all except the very cheapest brands, with 
imported cigarettes, and the largest manufacturers in India about 
a year ago decided to postpone indefinitely schemes for the extension 
of their activities. It is fairly clear, therefore, that any increase 
in the taxation of the local product, to be remunerative, must be 
accompanied by an increase in the import duties which at present 
press most heavily on the cheapest brands imported. The problem, 
therefore, resolves itself into a decision as to what further increase 
our import duties can hear without checking consumption to such 
an extent as to reduce revenue. This question needs further inves- 
tigation which will involve the collection of much more detailed 
information than is at present at our disposal, information which 
Will take time to collect. All that can be said at the moment is 
that Sir Walter Layton’s estimate is much too high and that a sum 
of two crores is not too cautious an estimate of the probable annual 
revenue, after 10 years, from an excise duty on cigarettes. 

^ 5. These considerations raise the question whether in order to 
avoid a clash between provincial and central interests, it will not 
be convenient to include in the provincial pool the proceeds of tbs 
import duty on all articles subject to a central excise duty col- 
lected for provincial purposes. Sir Walter Layton, for obvious 
reasons, contemplates this course in respect of the salt tax, and it 
may prove desirable to extend it to other taxes of a similar nature. 


6. The cheaper classes of cigarettes are sold in competition with 
hidris which consist of dried country tobacco rolled in leaf instead 
of paper. There is a very large consumption of this form of tobacco 
which, formerly, was produced entirely as a cottage industry. 
Recently^ factories have been started in certain provinces. No 
information 'is at present available as to their outpnt, nor as to the 
amount of tax that would have to be apxfiied to faetory-x:)roduced 
hidis to protect adequately an excise duty on cigarettes. These 
again arc matters for which special and detailed enquiries will 
be necessary. It is, however, unlikely that revenue from this source 
would contribute largeh^ to the proposed tobacco excise. For the 
smaller Udi factories where mechanical power is not employed it 
has been suggested that revenue might be derived from a s^-stem 
of manufacturing licences. Such revenue would naturally be ere- 
cLiled ciireet to the provinces in -which it is collected. 


who have been consulted in the matter do not 
as a whom favour special taxation of tobacco cultivation. 


method may be reached as to the best 

method of obtaining further revenue from tobacco, it is doubtful 

whether ^ything can be dpne in this direction in the near future. 
An agitatmn against smoking, and in particular against cigarette- 
smoking, has been a prominent feature of the ?ecS pSl 



situation in many parts of India, and the general economic depres* 
sxon has given the movement considerable force. The import duties 
on tobacco for the first four months of the current financial year 
are less than half the normal figure, and any increase in taxation 
at the present juncture is likely to result in a set-back to the trade 
ivhich may seriously prejudice the prospect of making it an increas- 
ing source of revenue in the future. 
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APPENDIX VII. 

Excise duty oisr matches. 

(Vide paragraph 273, Yol. II of the report of the Indian Stalulor^ 

Commission.) 

Sir Walter Layton recommends an excise duty at the rate of 
the present import duty and considers that it should yield about 3 
erores. This implies an annual consumption of 20 million ^oss 
of boxes. It was only at the beginning of the past decade that the 
manufacture of matches in India began to supply an appreciable 
proportion of the demand. Before the war the annual import 
amounted to some 12 to 15 million gross, consisting mostly of British 
and Swedish matches. During the war there were very large imports 
of inferior Japanese matches, and the highest figure reached was 
about 18 million gross in the year 1915-16. No doubt the inferior 
quality was largely responsible for the increased consumption. The 
consumption is bound to react to any considerable increase in price, 
and it would not be safe to rely on a consumption of more than 15 
million gross annually. 


2. An important factor which will militate against the success 
of an excise duty of this nature is its almost inevitable unpopularity. 
Although, no doubt, there is specially heavy consumption of matches 
among smokers, the bulk of the match consumption is accounted 
for by other purposes, and the burden of the greater part of the 
tax will be fairly evenly distributed over the whole bulk of the 
population. Thus every objection that can be or has been raised 
against the salt tax can be raised with almost equal force against 
a duty on matches. It is a tax, moreover, whose effects will be 
much more strikingly apparent to the consumer than the effect of 
a rise in the salt duty for reasons which will appear from what is 
stated in the following paragraph. Further, it is a tax which can 
be resisted much more successfully than the salt tax. Economy 
in the use of matches can be practised in numerous ways and would 
undoubtedly seriously affect the revenue if any agitation against 
the tax took place. 


3. Sir Walter Layton endorses the view of the Taxation Enquiry 
Committee that care should be taken to fix the tax at such a level 
as to absorb as fp as possible (into the Exchequer) the whole of 
the increase in price ’ It is here that the difference in the general 

I 14 :^^ European countries makes 

itselt ±elt. In India a considerable proportion of the matches 
consumed are sold by the single box, and a further large proportion 
in lots of three bops. The present ordinary retail price is one pice 
per box or two pice for three boxes. It has been calculated that 
the maximum duty that could be imposed without affecting the 
price of single boxes is four annas per gross. Such a duty would 
almost certainly have the effect of raising the retail price of XS 
boxes trona two pice to three. Thus wMe the duty would only bring 
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in about S7i lakhs, it would be universally felt. If the duty were 
at a higher rate than four annas, the retail price per box would 
probably advance to two pice, and unless the duty were raised to 
a figure of from Rs. 2-4-0 to Rs. 2-8-0 per gross boxes, the greater 
part of the increase in price would go into the manufacturer 
pockets. In other words, there will clearly be great difficulty in 
making a tax conform with the condition that it shall not further 
enrich the manufacturers when it is applied to an article commonly 
sold retail in quantities whose price is the smallest convenient unit 
of coinage. It may be observed that the higher rate of duty, which 
would correspond to a retail price of two pice per box, is higher 
than the rate imposed in many European countries. 

4. There are various methods by which a duty of this kind 
might ^ be collected. The one favoured by the Taxation Enquiry 
Committee is the application of a label in the form of a ‘‘ banderol 
which must be broken before a box can be used. There are obvious 
difficulties in the way of applying this system to imported matches, 
and other methods are under consideration. Another grave diffi- 
culty will be the possibility of manufacture in Indian States, and 
it seems certain that before the tax can have any chance of success, 
agreements will have to be reached with the States. 
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APPENDIX YIIL 
Termustai. taxes. 

1. The present position, — Terminal taxes at present con- 
stitute a comparatively -unimportant factor in local taxation 
in India, having been imposed in place of octroi by certain local 
authorities. The Schedule Taxes Rules permit the Legislative 
Council of any province to pass legislation imposing an octroi or 
authorizing any local authority to impose such a tax. Where a 
terminal tax is concerned, similar power may be exercised in the 
cases of those iocal areas only which levied an octroi prior to the 
7th July 1917. To the imposition of a terminal tax in any other 
local area the sanction of the Governor General in Council is re- 
quired. Such sanction has on occasion been accorded, while there 
have been a number of examples of the conversion of octroi into 
terminal tax ; but the amount of revenue raised by terminal taxes 
constitutes a relatively small proportion of the total sum of ap- 
proximately 2 crores of rupees now collected by local authorities 
in the shape of terminal taxes and octroi. 

2. Sir Walter Layton ^s proposals. — Sir WaUer Layton recom- 
mends the levy of a terminal tax for provincial purposes at every 
railway station in India. This tax would apparently be colleetei 
by railway officials ; and it would be supplemented, where neces- 
sary, by a like impost on river-borne traffic. Sir Walter considers 
that road-borne traffic is not at present a sufficiently serious com- 
petitor with railway traffic to require similar treatment. It is not 
clear whether it is intended to superimpose the new tax upon the 
octroi and teiminal taxes already levied by local bodies or to 
absorb the latter in it. Absorption would obviously facilitate ad- 
ministrative arrangements, but it would involve the necessity of 
compensating the authorities concerned for the resulting loss of 
revenue. Finally, it should be stated that Sir Walter is not in- 
clined to regard the proposed tax as a permanent feature of India’s 
financial system ; he supports it as a temporary measure, suited to 
the country’s present stage of economic development. 

3. General effect of the tax upon Railway Finance. — ^In what- 
ever shape the proposed tax were levied, it is quite clear that it 
would amount to a surcharge upon the cost of transportation. 
8o far as rail-borne traffic is concerned, it would constitute a sub- 
vention from the railway revenues of the central Government to 
the revenues of the various provinces. Incidentally, if imme- 
diately imposed, it would operate to prevent the reduction of fares 
and freight rates, the urgent need of which Sir Walter Layton em- 
phasizes in another part of his report. Assuming that stores, fuel, 
etc., carried for railway purposes would be exempted from liability, 
a revenue of 8 crores from the proposed tax would involve an addi- 
tion of approximately 15 per cent, to the present cost of transporta- 
tion. It is not suggested that this is a conclusive argument 
.against the imposition of the tax ; though it would doubtless be 
pressed bj! pompany-cwned and company-managed lines. Assum- 
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ing that the central Government is to surrender to the provinces 
such portion of its revenues as may be found to be in excess of its 
requirements, it may be both convenient and justifiable to give up a 
portion of railway revenues and even to increase the costs of trans- 
portation in order to create a margin for surrender. The state rail- 
ways in India are at jn’esent singularly free from taxation ; since 
they are neither burdened with heavy local rates nor assessed to 
income-tax on their profits.. On grounds of abstract principle, it 
would nor be improper to raise railway rates to a height which 
would yield not only a fair interest on borrowed railway capital 
but also a fair contribution to general taxation. Bates must, how- 
ever, be fixed wi1h due regard to their effects upon traffic ; and it 
is more than doubtful whether the cost of transportation could 
now be raised to the height contemplated by Sir Walter Layton 
■without serious results upon the working of the railway system as 
a commercial concern. 

4. Effects of the tax upon railway traffic. — ^Apart from the 
actual surrender of railway revenue, there is ground for supposing 
that the imposition of a provincial tax of this nature might have 
deleterious effects upon railway traffic. It would be undesirable 
to favour short, as opposed to long, distance traffic by exempting 
it from the tax. Unless, however, it were exempted, its taxation 
must inevitably load to the diversion of traffic from the railways 
to the roads. As long as the proceeds of a terminal tax accrue 
direct to a local authority that authority may be trusted to make 
some sort of attempt to collect on traffic so diverted, and by so 
doing to discourage diversion. If the tax became provincial, the 
incentive to such efforts would be largely lacking. Similarly, 
there would, in the case of goods carried by river and particularly 
by country boat, be greater opportunities of evading a terminal 
lax ; and this also would tend to create a diversion of traffic. In 
iiiarilime provinces, there might be similar diversion to coasting 
or other \essels. Again, the fixation of freight rates is a scientific 
proceeding, and, if it w’ere conducted without detailed knowledge 
of local conditions, the results upon traffic might be serious. 
Finally, the desire to avoid double taxation would operate to dec- 
rease the traffic to and from the present local distributing centres. 

5. General conclusions. — The general position may be sum- 
med up by stating that, if the central Government is to surrender 
to the provinces such part of its revenue as may be surplus to its 
requirements, there is no theoretical objection to the surrender of 
surplus revenues derived from the railway system. The possibility 
of creating a railway surplus by the enhancement of transportation 
charges would, however, require careful investigation before it 
could he held to be established. On the other hand, the particular 
method of effecting such a surrender whicli is proposed by Sir 
.Walter Layton is liable to produce disastrous effects ujjon the 
volume of traffic borne by the railways and, therefore, upon their 
gross revenues. It has been suggested, as an alternative to Sir 
Walter Layton’s proposal, that the terminal tax, though collected 
provincially, should remain a source of local authorities ’ revenue ; 
the proceeds being distributed by local Governments to the local 
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authorities under their control. This would assist provincial 
finances by relieving the budgets of the local Governments of cer- 
tain cash contributions which they now make to their local bodies. 
This proposal might obviate difficulties in connection with the 
treatment of the terminal taxes and octroi at present levied by local 
authorities ; but it would, in all essential points, be open to the 
objections urged against the provincial tax. 

6 . Assam.- — ^While the foregoing objections are strong against 
the introduction of terminal taxes as a general source of provincial 
revenue, it would be possible to argue in favour of their institu- 
tion, as a special measure, in special circumstances such as exist, 
for example, in the province of Assam. The Government of Assam 
have pointed out, first, that neither octroi nor terminal tax has 3 -et 
been introduced by any local authority within the province 5 
secondly, that it is in argent need of the proceeds in order to 
finance the development of internal communications, thereby in- 
creasing Ihe volume of the trade and of railway traffic ; thirdly, 
that it is in a position to exercise elective control over river-borne 
traffic, which is approximately equal in volume to that carried 
by rail ; and, fourthly, that the province is situated at the end of 
the railway system, so that the tax, if imposed upon imported 
goods only, could not operate as a transit duty. These arguments 
are not without force. The circumstances of this province are special, 
and there is reason to hope that a proper utilization of the proceeds of 
such taxes might operate to increase, rather than diminish, railway 
traffic within its borders. The question requires further investiga- 
tion in detail, which it is i)roposed to undertake. Pending the 
results of such investigation, the question whether the tax should 
be imposed upon exported goods as well as upon imports and local 
traffic may be regarded as open. 

7. Bihar and Orissa.-- -Tlie Government of Bihar and Orissa 
also have represented their desire to impose terminal taxes for pro- 
vincial purposes. In this case, the special considerations urged by 
Assam have no applicability ; although it is true that such taxes Have 
not yet been levied by local authorities in the province. The general 
objections to the taxes as a provincial impost are applicable in this 
case. Their development as a source of municipal revenue must 
be governed by the policy which may be adopted, in this connec- 
tion, for India as a whole. 

8 . The maintenance of terminal taxes as a legitimate form of 
taxation by local authorities. — ^As already explained, terminal taxes 
can at present be authorised by a local legislature, as a method of 
financing local bodies, wherever an octroi was in force on the 6 th 
duly 1917 ; and can be levied in other local areas with the special 
sanction in each ease of the Governor General in Council. It is a 
matter for considerai ion whether this position should be stereo- 
typed under the new constitulion, and the question is engaging the 
attention of the Government of India. It has long been recognized 
that neither a terminal tax nor an octroi constitutes an ideal form of 
taxation. The former is apt to become little more than a transit 
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duty ; while an octroi, oven whei’e it escapes this character, offers^ 
unlimited opportunity for leakage of revenue, and frequent iw 
operates to hamper and restrict trade. On the other hand, indirect 
taxation of this kind is undoubtedly the least unpopular form of 
taxation with the Indian public ; and its replacement by direct 
taxation yielding equivalent proceeds would be a matter of' 
grave difficulty. These points will be borne carefully in mind 
when the question is investigated. If, however, either terminal 
tax or octroi is retained as a legitimate means of local taxation, it 
will be essential to reserve to the central Government well-defined 
powers of direction and control. There are three main purposes 
to be served by such control. In the first place, the central 
Government must preserve for itself the possibility of preventing the^ 
imposition of a tax which will Irench upon a central source of reve- 
nue, though control in such cases should not be exercised with 
undue rigidity ; secondly, the powers of local authorities to tax 
the central Government itself must he strictly limited ; thirdly, 
there must he autliority to forbid the imposition of taxation which 
would be contrary to the obligations undertaken by the central 
Government in commercial treaties. With regard to the third of 
these points attention is invited to paragraph 17 of the memoran- 
dum relating to fifiancial relations between the Government of 
India and the xjrovineial governments which was prepared by the 
Gov'crnmenl of India for the Indian Statutory Commissioii. 
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APPENDIX IX, 


Memorandum by the Government op India, Finance Department, 
DATED THE IItII JuLY 1930, ON THE PINANCIAE ASPECTS OP THE 
SEPARATION OP BURMA. * 


Paras. 

L — Effect on revenue and expenditure of the Govern- 
ment of India • • * • • • ^ ^ 

II. — Effect on currency arrangements - - * . 9 14 

III. — ^IVIiseellaneous . . . • • ' 

Annexure I. — Effect on Government of India revenue 
from duty on silver, 

Annexure IT. — ^IMemorandum on paragraphs 6 — 9 of 
Appendix to Part YIII of the Commission's 
report. 


I. — Effect of separation on the revemie and expenditure of ihe 

Government of India. 

In paragraph 222 of their report the Commission say : — 

“ Though the actual settlement between the two countries must 
be determined by subsequent negotiations, w'e are here 
concerned to note and endorse Sir Walter Layton's 
general conclusion that separation could fairly be effect- 
ed in such a way as to do no financial injury to either 
country and to leave Burma with adequate resources for 
her present needs and a balance for development pur- 
poses in excess of that which she obtains to-day 

The conclusions arrived at by Sir Walter Layton, and the various 
assumptions made by him, are examined in the following para- 
graphs : — 

2. In paragraph 3 of the appendix Burma contribution to 
defence has been put at 3 crores, and it has been assumed that the 
whole amount of this contribution will be a deduction from Indians 
military expenditure. The amount taken seems reasonable, but natur- 
ally it is only a rough estimate and the actual contribution fixed may 
be very different. Moreover, it is not certain that the whole of 
Burma's expenditure on defence will be a deduction from India's 
army expenditure, though, if the arrangements contemplated in para- 
graph 221 of the Commission's report are made, this will be the case. 
The Burma Government in paragraph 16 of the memorandum on 
separation which they prepared for the Commission put the contri- 
bttlion for defence at 123 lakhs, i,c., roughly the actual expenditure 
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now incurred in Burma. Clearly, the estimate of the Burma Govern- 
ment is too low, but it is possible that Sir Walter Layton estimate 
will prove to be too high. In any case the figure of 3 crores is 
problematical, and the possibility of a lower figure has to be con- 
templated in considering the eft*ect on the Government of India 
finances. 

3. In paragraph 4 of the appendix Sir Walter Layton puts 
Burma’s share of India’s debt at 30 to 35 crores with a net interest 
and sinking fund charge of approximately 2 crores a year. Nothing 
is said about the capital expenditure in Burma, e.g,, the capital at 
charge of the Burma railways, the idea being apparently that the 
Burma Government would take over the capital commitments of the 
Government of India in Burma on terms which would involve no loss 
to India. The Burma Government in their memorandum on separa- 
tion put Burma’s share of the unproductive debt of India at 24 crores 
and. assumed an annual payment of 122 lakhs to cover interest and 
sinking fund charges. There, again, the figure of 2 crores is problem- 
atical, and the possibility of a lower figure has to be contemplated. 

4. On the revenue side. Sir Walter Layton makes the following 
assumptions : — 

{a) Indo-Burinese trade will become subject to existing cus- 
toms duties with certain exceptions noted below. 

(Z)) India will impose a duty on kerosene imported from 
Burma at the same rate as on kerosene imported from 
other countries, and an import duty of 4 annas on motor 
spirit imported from Burma. (The financial effect of 
this is worked out on 1928-29 figures but allowance is 
made for the reduction effected in the last budget in the 
import duty on kerosene at the end of paragraph VX) 

(c) Burma will repeal protective import duties now in force. 

(d) Burma will impose the existing export duty on rice sent 

to India. (The figure of 60 lakhs given in paragraph 
7 should be reduced to 45 lakhs on account of the re- 
duction in export duty in the last budget.) 

These assumptions are reasonable, but it is possible that the tariff 
arrangements betw^een India and Burma will be different and that 
Indian revenues may suffer more than is estimated. 

5. To complete the picture one further assumption has to be 
made, viz.^ that India would impose an import duty of 4 annas an 
ounce on silver imported from Burma. Annexure I to this memo- 
randum shows that if this is done, the Government of India revenue 
from duties on silver will be practically unaffected, while the Govern- 
ment of Burma would obtain very little from an import duty or an 
excise duty on silver. 

6. Nothing is said by Sir Walter Layton about the loss on the 
working of the posts and telegraphs in Burma. The loss in Burma 
would be about 5 lakhs per annum and the deficit on the working of 
the Government of India posts and telegraphs would be decreased 
by a corresponding amount. As regards railways, the annual gain 
to the Burma Government will be about 50 lakhs as against 25 lakhjs 
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assumed by Sir Walter Layton. The railway revenues of the Govern- 
ment of India would also a corresponding amount, but assuming that 
the present arrangements for contributions from railway revenues 
remained unchanged, the effect on general revenues would not be 
large. 

7. From paragraph 11 of the appendix it is clear that Sir 
Walter Layton realizes that his assumptions may be wide of the 
mark, for he indicates that India may lose by the separation. In 
these circumstances the Finance Department consider that it would 
not be safe to accept at present the Commission’s finding that separa- 
tion could fairly be effected in such a way as to do no financial injury 
to India. They would, however, go so far as to say that separation 
could fairly be effected in such a way that the revenue loss to India 
would not be of sufficient magnitude to make it a factor of great 
importance in considering the pros and cons of separation. It is 
fairly clear that a special committee will have to be appointed to work 
out the details of the financial settlement. 

8. The Finance Department accept the views of the Commission 
on Burma’s credit in the event of separation given in the second half 
of paragraph 222 of the report. 

II . — Effect of separation on cwr'ency arrangements. 

9. If Burma is separated from India, the adoption of a different 
currency system by Burma has to be contemplated. The Government 
of Burma might adopt one of the three following courses : — 

(а) They might retain the Government of India currency in 

the same way as Iraq up to the present has used the 
Government of India currency. In view of the close 
trade connection between Burma and India, and the 
fact that the people of Burma are accustomed to the 
rupee currency, there would be a good deal to be said in 
favour of this course. It is possible, however, that ihe 
Burma Government will favour a currency system 
which would be semi-dependent on the Indian currency 
system as suggested in (Z?) below or completely in- 
dependent of the Indian currency system. 

(б) The Government of Burma might adopt a system similar 

to that of Ceylon which is briefly that the rupee is the 
monetary unit and its exchange value is the same as in 
India, namely. Is, 6d,, but the Ceylon Government has 
its own note issue and its own subsidiary coin. Definite 
information is not available regarding the reserves kept 
by the Ceylon Government against this note issue, but 
the reserve is presumably composed partly of silver 
rupees and partly of securities of the Government of 
India, though there may be securities of the Ceylon 
Government in addition. Such a system would avoid 
a definite break with the past, and would retain the rupee 
as the standard coin — a point which might be of con- 
siderable importance, especially in the backward tracts. 
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It -woiild also avoid exeliange fluctuations between 
Burma and India and would, therefore, tend to facililata 
trade. 

(c) riie eurren^ey^ system of Burma might be completely 
separated trom the currency system of India, and 
although It IS probable that the Government of Burma 
would have a com corresponding to the rupee as the 
monetary unit, and that the exchange value of the 
monetary jmit would be Is. Qd., the Government of 
^ bank to whom they might entrust the work 
would be responsible for maintaining the exchange value 
ot the monetary umt quite independently of the Govern- 
ment of India. 

'"Iff ““'■’"V of the S. 

ment and would have to be repatriated. The arrano'ement*? fni* 
rnenf?? would, depend on the system adopted by thrSivem 

ment o± Burma, and it is necessary to examine brieS. whS these 
arrangements should be. ^ 

11. If a system on the lines indicated in para^raDh ^ (h\ ahnvp. 

(a) Subsidiary coin.— As the profit on the issue of nickel and 
copper com is taken to revenue in the yeaf i^whlhlt 
IS isped the profit on the nickel and Lpper din now 
in circulation m Burma has already been credited to 
use/7n Government of ^dia and has been 

Thf common purposes of India and Burma 

^ coinage of small silver coin is dealt 

Profit on the coinage of 
siher rupees. In paragraph 12 (a) below it is shown 
that no profit has accrued to the Government of Ind=a 
on the ^inage of silver apart fdm sCs that havt 

already been taken to revenue. It would be unfair to 

SSfdiam? dS° withdraw 

suDsiaiary com from circulation, obtain its full em- 

rency value from the Government of India and issue 

^ Its place a fresh subsidiary coinage on ’wMch they 

wo^d make a large profit, while the Govdnment ?^P 

India would lose a corresponding amount on the sub 
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Government of Burma new subsidiary coinage in ex^ 
change for the subsidiary coinage withdrawn from cir- 
culation. In other words, the Government of Burma 
could either have their new subsidiary coinage executed 
at a Government of India mint free of charge, or they 
could demand the bullion value of the subsidiary coin- 
age withdrawn from circulation plus the cost of recoin- 
ing it. 

(&) Notes , — As the profit on the note issue is a recurring item, 
the Government of Burma would be entitled to pay- 
ment for the full exchange value of the notes repatriated, 
and the main question to be settled would be the form 
which this payment should take. Assuming that the 
reserve maintained by Burma would consist of rupees 
and securities of the Government of India, it would be 
a simple matter to make payment in these forms in the 
proportion which might be desired by Burma. If it 
were decided that a part of the reserve should be held in 
securities of the Government of Burma, then to this ex- 
tent x^ayment for notes repatriated might take the form 
of a decrease in the amount of the debt of the Govern- 
ment of Burma to the Government of India. 

12. If the Government of Burma were to adopt a completely in- 
dependent currency system on the lines indicated in paragraph 9 {c) 
above, rupees would have to be repatriated in addition to subsidiary 
coin and notes. The position regarding the subsidiary coin would 
be the same as that indicated in paragraph 11 {a) above ; rupees 
and notes are dealt with below : — 


(a) Silver rupees , — The profit on the coinage of silver coin 
which has accrued since the gold exchange standard 
was established, has been credited to the gold standaid 
reserve. During the last few years the interest on the 
gold standaSrd reserve has been taken to revenue, 
and in so far as the interest on the gold standard 
reserve has been taken to revenue, Burma has already 
shared in the advantages obtained from the profits on the 
coinage of the rupees. The present position is that al- 
though we have incurred large losses on the sale of silver 
obtained from melted coin and these losses have not 
been debited to the gold standard reserve, the amount 
of the gold standard reserve is not sufficient to cover 
the difference between the bullion value and the exchange 
value of the silver held in the paper currency reserve. 
As the gold standard reserve does not cover our pros- 
pective losses on the sale of silver, it may be said that 
apart from interest on the gold standard reserve al- 
ready credited to revenue no profit has accrued from the 
coinage of silver, and that a loss will probably eventuate. 
The most, therefore, that the Government of Burma 
would be entitled to demand from the Government of 
India would be the bullion value of the rupees with- 
drawn from circulation and repatriated plus the cost 
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of coinage of the currency which would replace these 
rupees. 

(h) Notes . — Although Burma would be entitled to payment 
for the full exchange value of repatriated Government 
of India notes, there would clearly have to be made a 
definite arrangement as to the form in which this pay- 
ment should be made. Otherwise the Burma Govern- 
ment might ship these notes to India, buy sterling with 
them and obtain full sterling cover for their new note 
issue at the expense of the sterling reserves of the 
Government of India. A fair arrangement would seem 
to be that the Burma Government should be paid in 
sterling an amount which would bear the same propor- 
tion to the total amount payable as the sterling and 
gold reserves of the Government of India (including 
the gold standard reserve) bear to the total note issue of 
the Government of India. Such an arrangement would 
give the Burma Government the same proportionate 
sterling cover for their note issue as was held by ine 
Government of India, and as there would be a reduction 
in the Government of India note issue corresponding to 
the amount of the new Burma Government issue, the 
Government of India's holding of gold and gold 
securities w’ould not be proportionately diminished. The 
remainder of the amount due to the Burma Government 
might be paid partly in the form of silver if the Burma 
Government desired to have silver, and if not, wholly in 
the form of a reduction of the amount of the debt of the 
Government of Burma to the Government of India. 

13. From the above brief outline it is clear that one of the condi- 
tions of the separation of Burma from India should be an arrange- 
ment which w^ould safeguard the interests of India in the event of 
Burma adopting a new currency system. It is not easy to devLse a 
formula which could be included in the legislation which will T)re- 
sumably deal with the separation of Burma, but a safeguarding clause 
on the following lines might be sufficient : — 

If the Government of Burma adopts a new currency system, 
payment by the Government of India to the Govern- 
ment of Burma for Indian currency withdrawn from 
circulation in Burma and repatriated to India shall be 
limited to an amount which will represent the cost to 
the Government of Burma of replacing the currency 
withdrawn from circulation and shall be made in such, 
a manner that the gold and sterling reserves of the 
Government of India would not be proportionately 
weakened. ’ ’ 

Presumably, the Act would name some authority, probably the 
British Government, as the authority to decide differences between the 
Government of India and the Government of Burma which might 
arise in carrying out the provisions of the Act, and this authority 
would have to be the authority to decide the extent and the form of 
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payments to be made by the Government of India to the Government 
of Burma for currency repatriated. 

14. In the above paragraphs the assumption has been made that 
the currency arrangements in India remain as at present. In tlie 
event of the Government of India note issue being replaced by a 
reserve bank issue before a new currency system is introduced in 
Burma, special arrangements regarding Burma would probably have 
to be made at the time of handing over the note issue to the reserve 
bank. Whatever currency system might eventually be adopted by 
Burma, presumably no change would be made until some time after 
separation was effected. During this period the Indian Currency Act 
and Indian Coinage Act would have to apply to Burma. 

III. — 'Miscellaneous, 

15. Some of the more important questions which the Finance 
Department will have to consider, if it is decided to separate Burma 
from India, are dealt with below ; — 

(1) Ways and means. — Presumably, the Burma Govezmment 
would arrange with the Imperial Bank of India to conduct their 
business on much the same lines as the bank now conducts the business 
of the Government of India. The Burma Government would take 
over control of the resource work at treasuries, where the Govern- 
ment of India should probably arrange to maintain currency chests 
as long as Burma used Indian currency. 

(2) Government of India securities held in Burma. — At present 
a considerable volume of Government of India securities are held in 
Burma, and interest is payable at any treasury in Burma. Clearly, 
it is desirable that Burma holders of Government of India securities 
at the time of the separation should have the same faciUties for draw- 
ing the interest as they now have, and it would be desirable to arrange 
with the Government of Burma for the continuance of these facilities, 
at any rate as regards securities held in Burma at the time of the 
separation, though it will probably be undesirable to allow further 
transfers from India to Burma. The Government of Burma could 
be given a commission on the amount of interest paid. 

(3) Post office cash certificates. — On separation, presumably 
the issue of Government of India post office cash certificates in 
Burma would cease, and the Government of Burma would issue certi- 
ficates of their own. As, however, the certificates previously issued 
would represent an obligation of the Government of India, and as it 
would be a very complicated matter for the Government of Bnrnia 
to attempt to take over this obligation, an arrangement would Jiave 
to be arrived at by which the Burma Government would arrange for 
the payment of the certificates as they mature at their post offices 
and debit the amounts to the Government of India. Probably they 
would have to he given a commission for this service. 

(4) Post office savings hank deposits. — In this case the simplest 
method of procedure probably would be for the Burma Government 
to take over the savings bank deposits from the Government of India, 
the debt of the Government of Burma to the Government of India 
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teing reduced accordingly. It might be said that the depositors 
woidd have reason to complain of such a transfer, because their de- 
posits would be transferred from an institution backed by the credit 
of the Government of India to an institution backed only by the 
credit of the Government of Burma. This difficulty could be got over 
by giving depositors notice some time in advance that their deposits 
were to be transferred, so that they would have an opportunity of 
withdrawing them if they desired to do so. 

(5) Provident fund, deposits. — Presumably, the provident fund 
deposits belonging to officers of the Burma Government and any 
officers Gff the central Government which may be transferred to the 
Burma' Government would be taken over by the Government of 
Burma, w^ho would also take over the 'incidental liabilities. The total 
amount of deposits would be presumably deducted from the debt of 
the Government of Burma to the Government of India. 

(6) Other deposits . — At present all deposits received in Burma 
are taken into the balance of the Government of India. Presumably, 
the Burma Government would take over these deposits^, with the inci- 
dental liabilities. 

(7) Family pension funds: — ^Presumably, officers serving under 
the new Burma Government would not be eligible to subscribe to the 
family pension funds now administered by the Government of India,, 
but the Government of Burma would' start similar funds of their ov/n. 
Arrangements would have to be made to transfer officers* subscrip- 
tions from the Government of India fund's to the new funds of the* 
Government of Burma with probably a contribution from the' Govern- 
ment of India to cover the period during which the officer was in the* 
service of the Government of India. Here, again, the total amount 
transferred could be taken fn reduction of the debt of the Govern- 
ment of Burma to the Government of India. 

(8) Income-tax . — ^Most of the trade in Burma is conducted by 
Indian or European firms which are at present assessed to tax either 
in Burma or in India on the total income from their operations in 
both countries. The question of double income-tax will, therefore, be? 
of considerable importance’. 

(9) Staff . — The conditions on which the- Govemm-ent of India'^s- 
stafi employed in Burma will be taken over by the- Government of" 
Burma will have to be worked out in detail. 

(10) Railways . — The terms on which the* Burma railways will 
be taken over wall have to be worked out very carefully. They are 
the most profitable portion of the Government of India railway 
system, and even if it is decided that the Burma Government should 
take in future the full profits regardless of losses which may have 
occurred in the past, ie., that they would merely have to pay to the 
Government of India the capital at charge on these railways, the 5*ate 
of interest wffiich the Government of Burma should pay to the Govern- 
ment of India on the capital at charge will be difficidt to determine, 
as the capital has been raised over .a period of years at different rates, 
of interest. 



(11) Posis and telegraphs . — Tte terms on which the assets of 
the Posts and Telegraphs Department will be taken over by the Burma 
Government will have to be worked out in detail. 

(12) Government of India lands and huildings . — Here again 
a difficult question will arise as to the terms on which the lands and 
buildings at present in possession of the Government of India should 
be handed over to the Government of Burma. 
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ANNEXURE I. (See para, 5.) 
Prodtwtion of silver in Burma^ 


1924 



(Ibl thousands of fine ounces.) 

5,288 

1925 


• • 

• • » « 

01 « 

4,832 

1926 


^ • 

W « 

• -0 

5,104 

1927 

* « 

« * 

♦ » « 0 

0 *0 

6,004 

1<^28 

« « 


• « 0 0 

0 m 

7,405 

1929 

• « 

•• * 

0 » 0 f 

0 m 

7,290 


Exports of silver from Burma, 


— 

— 


India. 

Straits 

Settle- 

ments. 

Federated 

Malay 

States. 

Mauritius, 

TotaL 

1924-25 

0 0 

. , 

5,430 


« • 

• 0 

5,430 

1925-26 

0 0 

0 0 

4,791 

15 

16 

0 0 

4,822 

1926-27 

0 0 

3 

4,627 ; 

1 

41 

66 

I 

0 0 

4,724 

1927-28 

♦ '• 


6,411 

18 

37 


6,466 

1928-29 



7,548 

82 

39 

344 

7,963 


Imports of silver into Burma. 


— 

India, 

United 

Kingdom. 

Hong 

Kong. 

Federated 

Malay 

States, 

Total, 

1924-25 

0 0 

. « 

0 0 

, . 

« 

1925-26 ^ 


3 

0 0 

7 

10 

1926-27 ' 

2 ■ 

- 

•* 

• • 

2 

1927-28 

9 

72 

19 

*• 

100 

1928-29 

5 

4 

•• 


9 


It will be seen from the^bove figures that the imports of silver 
into Burma are negligible, and that almost the whole of the silver 
produced in Burma is exported. As figures of production by official 
years are not available, it is not possible to calculate the actual 
amount of silver conjmmed in Burma^ but the above figures Aow 









24S 


tliat the amount is very small. In the eircnmstances the Govern- 
ment of Burma will not find it profitable to impose import and ex* 
cise duties on silver. 

So far as India is concerned, if India levies an import duty 
4 annas an ounce on sfver imported' from Burma, the Government 
of India will lose very little as almost the whole amount of the silver 
produced in Burma is exported to India. The Government of India 
•will lose only the excise duty on silver consumed in Burma, but the 
figures show that this amount is negligible. 
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ANNEXURE II. 

Memorandum on paragraphs 6 to 9 of Appendix to Part VIII of 
THE Statutory Commission's report. {Pages 282 to 2Sd.) 

Separation of Burma and customs revenues. 

This memorandum deals with the effect of levying import duties 
In Burma and in India on Indo-Burmese trade. The trade in 
kerosene and petrol is excluded from this examination. Sir Walter 
Layton’s estimate is that Burma will obtain 116 lakhs from import 
duty on goods from India, and that India will obtain 25 lakhs front 
imi^ort duty on goods from Burma (paragraph 9 of the appendix, 
pages 283 and 284). This estimate is based on the assumption that 
the existing import duties will be applied at both ends (paragraph 
7 ). 

2, Pour statements are attached : — 


(I) Imports of Indian merchandise into Burma. 


(II) 

Imports of foreign merchandise 
India. 

into 

Burma 

from 

(III) 

Imports 

Burma. 

of 

Burmese 

merchandise 

into 

India 

from 

(IV) 

Imports 

Burma. 

of 

foreign 

merchandise 

into 

India 

from 


These statements represent the trade for 1 928-29, and are taken from 
tables 7 to 10 in Part II (pages 219 — ^267) of the sea-borne trade 
and navigation of Burma for 1928-29 (the latest volume available). 
In eaeh statement the total trade is divided into three groups : — 

Free goods, , . 

Goods at special rates of duty, 

Goods dutiable at 15 per cent, ad valorem. 

Deductions have then been made for the intra-provincial trade, i.e., 
between ports within the province of Burma, and the duty leviable 
at existing rates on the trade between Burma and India has been 
estimated. 

3. The result of the estimate may be displayed in the following 


statement : — 


Lakhs. 

Duty payable in 



Indian merchandise 

r • 

... 290 

Foreign merchandise ... 

• • • • 

... 24 


Total duty 

... 314 

Duty payable in India — 



Burmese merchandise .=• 

... 

... 95 

Foreign merchandise ... 


8 


. Total duty 

« 103 
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The trade in foreign merchandise will be affected in quite a differ- 
ent way from that in indigenous products. Foreign merchandise, 
which now goes to Burma from India, has already paid diity in 
India. In future part will go direct, and the greater part of the 
remainder will be shipped under claim for drawback, and in either 
case India will lose the duty. To be on the safe side it would be as 
well to treat the duty as a debit to Indian revenues, and similarly to 
debit Burma revenues with the duty leviable in India on foreign 
merchandise exported from Burma. We thus obtain the following 
result : — 


Burma. India. 

Gain . • . . • • . • 314 103 

I.tOss •« •• •• •• 8 24 


Net gain . , 306 70 


4. This result assumes that the trade will remain at its prestmt 
level. Naturally some depression will follow the imposition of 
duties, but it is difficult to see how the effect can be as great as is 
suggested in Sir Walter Layton ^s figures, A gain to Burma of 210 
lakhs and to India of 60 lakhs 'would not be an extravagant estimate. 
Sir Walter Layton’s figure of 116 lakhs for the gain to Burma is the 
Burma Government’s own estimate, and it has been ascertained that 
this was merely intended as a safe guess calculated in the following 
manner. The average duty on imports of foreign goods into Burma 
in 1926-27 was 17 per cent. An average duty at the guess figure of 
8 per cent, (on roughly half the above amount) on Indian goods im- 
ported into Burma would yield on the 1926-27 imports 116 lakhs. 

5. In dealing with India’s customs revenues from existing 
sources, a flat rate of 2 annas for kerosene has been assumed. Sir 
Walter Layton, writing no doubt before the introduction of the 193(>- 
31 budget, has taken 2^ annas. At the 2-anna rate for kerosene the 
gross gain to India will be — 


Existing excise . . 

Additional rate on kerosene 

Nett duty on other imports from Burma 


Lakhs. 

190 

66 

60 


306 


against Sir Walter Layton’s figure of 326 lakhs. At the present rate 
of customs duty on kerosene (2i annas) India would gain 334 lakhs. 
On the other hand, this estimate gives a gain to Burma of 997 lakhs 
against Sir Walter Layton’s figure of 873 1 airing 
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I, 

Coasting imports into Burma — Indian merchandise — Yalues and duty 

in lakhs. 


— 

Gross. 

Intra-pro- 

vincial 

trade. 

Net 

India- 

Burma. 

Duty* 

Total • . 

1,545 

141 

1,402 

•• 

Free goods. 





Animals 

3 

. . 

3 

• • 

IBooks «• •• •• •• 

3 

. . 

2 


Grain, pulse and flour , , 

134 

18 

116 

S' » 

glides and skins ^ 

1 

1 

s • 


Machinery 

1 

.. 

1 

•m 

Manures «.« • . 

1 

•• 

1 

• * 

Total iree- 

142 

19 

123 

• « 

Total dutiable 

1,401 

122 

1,279 


A f tides at special rates. 





Ooal •• •• ,, 

111 

. • 

111 

3 

Fish, salted 

17 

, • 

17 

1 

Fodder ^ 

2 

2 

s • 


Matches ^ * 

4 

3 

1 

1 

Tobacco M 

130 

9 

121 

130 

Toys ^ 

3 


3 

t 

Total at special rates • • 

267 

14 

253 

136 

Ad valorem at 15^/^ . , 

1,134 

108 

1,026 

154 

Total duty 


•• 

•• 

290 
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II. 

Coasting imports info Burma — Foreign merchandise — Values and, 

duty in lakhs. 


— 

Gross, 

Intra 

Pro- 

vincial. 

Net 

India- 

Burma. 

Duty. 


Total 

193 


109 

. . 

Books 

Free goo^s, 

« • • • • • 

1 

•• 

1 

•• 

Dyes 


2 

•• 

2 

• • 

Machinery 

■ • • •• • 

15 

4 

11 

•• 


Total free 

18 

4 

14 



Total dutiable . . | 

175 

80 

95 

•• 

Dutiable at special raie% 





Liquors 

• • • • • • 

5 

2 

3 

3v 

Matches-- 

»« • • 

2 

1 

1 

1 

Xohaoca 

• • • • • • 

11 

4 

7 

T 


Total 

18 

7 

11 

Ih 


Ad valorem at 16% . • 

157 

73 

84 

13 


Total duty 

-- 

•• 

•• 

24^ 

- 


III. 


Coasting exports from Burma — Burmese merchandise — Values and 

duty in lakhs. 




Gross, 

Intra 

Pro- 

vincial. 

Net 

Burma- 

India. 

Duty. 

Total • • 

3^17 

117 

3,200 

• • 

Kerosene and petrol • • 

885 

15 

870 

• # 

Total excluding kerosene and petrol 

2,432 

102 

2,330 

• • 
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— 

Gross. 

Intra 

Pro- 

vincial, 

Net 

Burma- 

India. 

Duty, 

Free goods. 





Grain, pulse and flour 

1,760 

© 

1,751 


Hides and skins , * 

8 

• * i 

8 

• m 

Stick lac 

51 


51 


Cotton, raw 

1 

•* 

1 


Total free 

Total dutiable excluding kerosene 
and petrol 

1,820 

9 

1,811 


6i2 

93 

519 

• • 

DvZiahle ai specml rates. 





Fodder 

2 ' 

1 

1 

• • 

Matches 

18 

2 

16 

13 

Lubricating oil ^ • 

34 

. . 

34 

3 

Tobacco • « * * 

Total (excluding kerosene and petrol) 
dutiable at special rates 

21 

9 

12 

8 

75 

12 

63 

24 

Ad valorem tawf i5% 

537 

81 

456 

71 

Total duty (excluding kerosene and 
petrol) . , , , , . ; 


•• 

• • 

95 

IV, 

Coasting exports from Burma — Foreign 

duty in lakhs 

merchandise — Yalues and 

— 

Gross, 

Intra 

Pro- 

vincial, 

Net 

Burma- 

India. 

Duty, 

Total 

122 

75 

47 


Free goods, 

Machianeiy , . . , 

’ 5 

4 

1 


Total free 

5 

4 

1 

« • 

Total dutiable 

117 

71 

46 



























Dutiable at special rates* 


Tobacco ... 

Total at special rates 

Ad valorem at 15% . . 

Total duty 
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List of Enclosures, 

1. Lietter to all local G-overmnents of Governors’ Pro- 

vinces (except Burma), No. P.-67|30-Il., dated the 
24th June 1930. 

2. Letter to the Chief Secretary to the Government of 

Burma, No. F.-67|30-JEl., dated the 24th June 1930. 

3. Letter to the Registrar, High Court, Calcutta, 

Appellate Side, No. P.-67130-B., dated the 24th June 
1930. 

4. Letter to the Chief Commissioners, Coorg, Baluchistan, 

Delhi, Ajmer-Merwara, No. F.-67130-B., dated the 
24th June 1930. 

5. Letter to the Chief Commissioner, North-West Frontier 

Province, No. F.-108|30-B., dated the 2nd August 
1930. 

6. Letter from the Government of Madras, No. 978, dated 

the 11th August 1930. 

7. Letter from the Government of Bombay, No. 1|161, 

dated the 13th August 1930, and enclosures. 

8. Note by His Fxcellency the Governor of Bombay. 

9. Telegram to the Government of Bombay, No. 2940-S., 

dated the 31st August 1930. 

10. y?elegram from the Government of Bombay, dated the 

7th September 1930. 

11. Letter from the Government of Bengal, No. 219-A.C., 

dated the 15th August 1930, and enclosures. 

12. Letter from the Government of Bengal, No. 222-A.C., 

dated the 22nd August 1930, and enclosure. 

13. Letter from the Government of the United Provinces, 

No. 4949-C., dated the 23rd August 1930, and 
enclosures. 

14. Letter from the Government of the Punjab, No. 4706-S. 

Reforms, dated the 14th August 1930, and eneloseires. 

15. Letter from the Government of the Punjab, No. 6504- 

S. Reforms, dated the 16th September 1930, and 
enclosures. 

16. Letter from the Government of Burma, No. 392-D.-30, 

dated the 13th August 1930. 

17. Letter from the Government of Bihar and Orissa, 

No. 4368-A.R., dated the 23rd August 1930, and 
enclosure. 
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18. Letter from the Government of the Central Provin- 

ces, No. K.-15-IV, dated the 12th August 1930. 

19. Letter from the Government of Assam, No, Jifm-8| 

8801-A.P., dated the 12th August 1930. " 

20. Letter from the Chief Commissioner, Delhi, No. 7131- 

Home, dated the 8th August 1930. 

21. Letter from the Chief Commissioner, Coorg, No. 28521 

11-28, dated the 4th September 1930. 

22. Letter from the Chief Commissioner, North-West 

.Frontier Province, No. 3305-P., dated the 28l29lh 
August 1930, and enclosure. ' 

23. Letter from the Chief Commissioner, Baluchistan 

No. 3614-P., dated the 14th August 1930. ’ 

24. Letter from the Chief Commissioner, Ajmer-Merwara 

No. 45-C.|lll-C.C.|30, dated the 15th August 1930, 
and enclosure. 

25. Letter from the Registrar, High Court, Calcutta, 

No. 11741-G., dated the 18th July 1930. 
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